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You know how your customers 


pay you... but how do they 
pay others? 


Even today, when so many customers are discounting bills and paying when due, there 
are exceptions. Should one or more of these “exceptions” be on your books, they might 
wreck an otherwise clean credit record. 


Look at the Credit Interchange report repro- In addition to the customer’s paying record, 
duced above. the report also tells you what he buys — where 
he buys—how long the suppliers have been 


Four suppliers report the customer to be dis- : ] 
selling him — and how much he owes now. 


counting. Six report paying when due. Six 
report the customer to be slow from 15 to 60 The ledger experiences of all of these sup- 
days. Three of these report increasing slowness. __ pliers was secured through a single inquiry to 
This is a danger signal for all members re- Credit Interchange—at a ‘saving of time’ 


“**For Service = . 
ceiving this report. and labor. 


Learn More About Credit Interchange — and the ways in | 
which it can serve you. Without obligation, contact the Bureau 


serving your area, or write 


=. Credit Interchange Bureaus 


Offices in more NATIONAL ASSOCIATION of CREDIT MEN 
then S¢ principal ~=-s- 4.154 Paul Brown Building . .. ST. LOUIS I, MO. 


Cities. 
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ETERNAL VIGILANCE 


The credit profession has perhaps one of the most unique records 
4 in business history in its fraud prevention activity. This activity 1s 
directed towards policing credit. There are crooks who operate in 
the field of credit as they ply their trade in other business undertakings. 
The credit profession, however, for over a quarter of a century, has made 
the going very hard for them. The deterrent effect of this activity trans- 
lates itself into the savings of millions of dollars in credit fraud losses. 
But what is more important, it is a positive factor in keeping the credit _ 
stream pure. 


The credit profession desires to congratulate the public prosecuting 
authorities of the United States and the various state governments for 
their fine performance in this field of crime. The record from begin- 
ning to date is 1709 convictions in which the credit profession was 
interested. 


Credit executives know that eternal vigilance is necessary to stamp 
out crime. They also realize that public prosecuting authorities must 
procure the cooperation of law abiding citizens in their endeavor to 
detect and prosecute crime. 


The moral collapse immediately following a war is always evidenced 
by an expanding crime movement. The credit fraternity pledges itself 
anew to aid the prosecuting authorities in every possible way to prevent 
the expansion of crime in the field of credit in the post war period. To 
this end the Fraud Prevention Department will, if possible, become 
more alert and more vigilant in ferreting out the commercial credit 
crook and bringing him to the bar of justice. The stream of commercial 
credit must be permitted to flow uninterrupted and can not be criminally 
polluted. There will be no mercy to the credit criminal in the post war 
era. That is the pledge the credit fraternity will make to the prosecuting 
authorities. 


ar 


Henry H. Heimann 
Executive Manager 
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THE TASK OF INSURANCE 


HERE is little difference between the tasks and the oppor- 

tunities of insurance. Keeping pace with progress is an old 
story to “the industry that protects. other industries.” Along 
with the bright promises of modern science, many new and un- 
looked for hazards will doubtless develop, but science itself 
has been a potent tool used by property insurance under- 
writers and the various agencies of public safety. 


It seems to me that the accomplishments of American 
idealism are very closely related to the accomplishments of 
American business. If that is so there is little to fear in the 
future if we maintain the same qualities to which our organiza- 
tion was dedicated ninety-three years ago. Any improvements 
in operating methods which may be required for the good of 
public service should be welcomed. Providing financial pro- 
tection to meet the exact requirements of the insuring public 
must remain foremost in our endeavors. 


People of the fire insurance business and of our own organi- 
zation can look with pride upon the achievements of 1945, 
the Year of Victory. In common with every American citizen 
and every American business they were a part of the solid 
home front behind our victorious fighting men. 


This report on the affairs of the company reflects the prog: 
ress made in a year of national transition from war to peace. 


Lewis L. CLARKE 


Banker Lawyer 


STATEM ENT 
December 31, 1945 


ADMITTED ASSETS 


Cash in Office, Banks and Trust Com- 
panies ... + « « « $ 21,252,662.44 
United States Oovenne ‘Beads - + 43,311,100.25 
All Other Bonds and Stocks . 93,759,025.46 
First Mortgage Loans . . . . . - 180,533.95 
Real Estate . . . 3,464,339.81 
Agents Balances, less than 90 ame due —_8,480,590.41 
Reinsurance 
Recoverable on Paid ies + —:1,567,724.71 
Other Admitted Assets. . . , . - 187,624.54 


Total Admitted Assets . . . $172,203,601.57 


LIABILITIES 


Reserve for Unearned Premiums . . $.62,085,749.00 
Reserve for Losses . . . . + - + 17,528,837.00 
Reserve for Taxes ‘ 4,299,218.20 
Liabilities under Contracts with War 
i 2,719,717.62 
Reserve for Miscellaneous Accounts . 435,448.41 
Funds Held Under Reinsurance 
Treaties . . 67,772.03 


Total Liabilities Except Capital $ 87,136,742.26 


General Voluntary 
Reserve . . $10,066,859.31 
Capital. . . . 15,000,000.00 
Surplus . . . 60,000,000.00 
Surplus as Regards Policyholders $85,066,859.31 


Total. . sc 6.0 © © « SERRE 


: Bonds carried at $4,414,678.58 amortized value 
and cash $50,000.00 in the above statement are 
deposited as required by law. All securities 
have been valued in accordance with the re- 
quirements of the National Association of In- 
surance Commissioners. Surplus adjusted to 
reflect Canadian Assets and Liabilities on 
United States Dollar basis. 
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“EXCHANGE”, A CREDIT MENACE 


Non-Par Payment of Checks, an Unfair Practice 


burning issue with credit men 

today. Every grantor of credit 

is interested in collecting from 
his customer the full amount of the 
bill representing the debt for mer- 
chandise shipped him. Not only 
does the charging of exchange re- 
present an arbitrary deduction, not 
authorized by the creditor, but it 
conflicts with the unhampered han- 
dling and transfer of negotiable in- 
struments which are entitled to full 
payment without any discount from 
their face value. 

A check is an unconditional order 
for the payment of funds. When 
these funds are on deposit there is 
no more valid reason for the bank 
to refuse payment in full than for 
our Own government to make a de- 
duction when paying a $5.00 or 
$10.00 bill or any other of its obli- 
gations. Both are media of ex- 
change to facilitate the free flow of 
business. Both are obligations pay- 
able in a definite amount. 

It must be admitted, of course, 
that in their own defense, and in 
attempted justification for charging 
exchange, many banks do advance 
some reasons, and it shall be our 
task to analyze all of them. Some 
appear on their face to have some 
merit, but do not stand up under 
analysis. Others are brazen ex- 
cuses for levying tribute from the 
party to the transaction who is 
farthest away, and who is consider- 
ed the least likely to complain; in 
other words, the grantor of credit, 
and if he does complain, the bank 
can reject it with an attempted justi- 
fication which, even if not convinc- 
ing, still does not, in the bank’s 
opinion, disturb relations between 
itself and its customers. 


- Par payment of checks is a 
w 


The Terms of the Contract 


Let us first undertake to analyze 
the creditor’s point of view. He 


4 


== 


by EDWARD S. HORWITZ 


Secretary and Credit Manager 
THE CHARLES MEIS SHOE CO. 
Cincinnati, Ohio 


(Also Executive Manager, The Manufacturers 
and Wholesalers Bureau of Cincinnati, Ine.. 
and Chairman of the Legislative Committee 
Cincinnati Association of Credit Men and Sec- 
retary of Ohio Credit Men’s Legislative Com- 
mittee.) 


‘SS 


okays an order for his customer and 
ships the goods. In return he ac- 
cepts a definite promise of payment 
of a specific amount on a definite 
date. These conditions are all part 
of the contract, and must be carried 
out fully, not partially. When the 
customer mails his check in pay- 
ment, the creditor has a right to 
expect it to be paid in full, according 
to its tenor. Any deduction, no mat- 
ter how small, from the amount jor 
which the check is written, repre- 
sents an arbitrary charge which the 
creditor has not authorized. Even 
if this charge were necessary, from 
the bank’s point of view, it would 
still not be proper to make it against 
the creditor who has no contractual 


relations with the bank, and should. 


not be assessed to help the bank 
stay in business. But we propose 
later on to prove that this charge 
is entirely unnecessary and unjusti- 
fied for any reason. 


However, before attacking that 
point, let us discuss the possibility 
that the bank does need additional 
revenue. If this be so, who should 
be the logical party to supply it? 
The customer who is serviced by 
the bank, and is afforded a quick, 
easy, and businesslike methed of 
paying his bills; or the credit gran- 
tor, who has no contractual or other 
relations with that bank, and accepts 
the check for the convenience of the 
customer only, since there are many 
other ways in which the bill might 
be paid, such as by bank drait, ex- 


press or postal money order, or by 
the mailing of the actual cash. The 
answer is obvious. If the charging 
of exchange is necessary towards 
the bank’s financial support, it 


should be paid by the party whose 


account is being serviced, by the 
party for whose convenience that 
particular method of payment has 
been established. 

Another argument advanced by 
the banks is that the deduction they 
make in payment of their checks, 
which we call exchange, is really a 
charge to cover their expense in 
transferring the funds from their 
bank to ours. Some of them further 
state that if checks were presented 
at the counter at their bank they 
would be paid at par but that it costs 
money to transfer funds and, there- 
fore, they have to make this charge. 

In making this statement they 
overlook the fact that most small 
town banks pay their checks through 
a regional bank where they maintain 
an account and carry a balance, and 
that usually they do not have to 
transfer the money to cover a par- 
ticular check, as a balance has al- 
ready been accumulated in the course 
of business to take care of their 
checks which are routed through 
that correspondent bank. 


An Easy Way Out 


Such banks further overlook the 
fact that if they are sincere in their 
statement that they are willing to 
pay at par if the check is presented 
over the counter, and if as they say 
they are obliged to make a charge to 
cover the transfer of funds in such 
few cases where an actual transfer 
may be necessary, all they have to 
do is go on the par list in which 
case no charge will be made against 
anybody for handling the check, 
and if an isolated case should arise 
where actual transfer of funds is 
necessary the Federal Reserve Bank 
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will make shipment and absorb the 
shipping charges without any ex- 
pense to the individual bank. 

This is the actual test as to whether 
ihese non-par banks are sincere in 
claiming that the only reason for 
making a charge is to cover the 
expense of transferring the actual 
funds. When they make this claim 
the depositor should bring the above 
facts to their information and if 
they then still refuse to go on a par 
basis there is only one conclusion 
and that is they have only one ob- 
jective in view, namely, to build up 
a fund by seeking this additional 
source of revenue. 


As Chairman of the Legislative 
Committee of the Cincinnati Asso- 
ciation the writer has suggested to 
all members that they place the fol- 
lowing notation on their order 
blanks and invoices, “This bill is 
payable in legal tender at our bank 
in Cincinnati for the full amount 
without any deduction.”’ This elimi- 
nates any doubt as to where the bill 
is payable and does not discharge 
the obligation until this condition is 
complied with. The placing of this 
condition on these documents will 
avoid any dispute with the customer 
as to his responsibility for the re- 
fund of exchange, if any has been 
charged. 


Mr. G. Royal Neese, Secretary of 
the Chattanooga Association of 
Credit Men, has been instrumental 
in forming thé Southeastern Par 
Clearance Association which  if- 
cludes the credit men’s Associations 
of practically all of the southern 
states and has rendered very valu- 
able service to all credit men in 
preaching the doctrine of par pay- 
ment of checks both by direct action 
and by a continuous campaign of 
publicity along that line. 


Does Customer Know? 


Said organization has passed a 
resolution setting forth all of the 
reasons why checks should be paid 
at par and has made various sug- 
gestions to its members regarding 
procedure to be followed where 
banks insist on deducting exchange. 
One of their suggestions is a letter 
direct to the customer explaining 
‘he action of their bank, asking for 
a refund of the exchange and aiso 
‘or an inclusion of such exchange 


(Continued on Page 6) 
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Uncle Sam’s Payroll 


Civilian employment of the executive branch of the Federal Government, by departments 
and agencies, for the months of December 1945 and January 1946, showing the in- 
creases and decreases of number of paid employees 








December | January 
Departments or Agencies 1945 1946 Increase | Decrease 
Executive Office of the President 
Bureawor te Budget: ce ee cw 753 TG 5 CRs 
Executive Departments 
Agriculture Department...................: 86,209 86,850 WOM acme 
Commerce Department.................... 29,866 32,374 BOE S285 oss 
Interior Department....................... 43,135 44,298 Ceri cae 
I, 5 doa £44 oe bho cdc bets 24,945 25,322 BUMED sie sw iatortes 
ee 32,526 33,689 2. ae 
I oils cwcemss vnvisaews¥ os ss 587,636 | 586,994 |.......... 642 
Post Office Department.................... 447,599 | 453,743 Dpeee fi sie. See 
State Department......................... 18,864 jo 2 eee 339 
Treasury Department..................... 95,643 | 103,087 TROP F. esl 
IE Ao cts ca vecn esate ss 791,115 | 763,812 |.......... 27,303 
National War Agencies 
Civilian Production Administration.......... 2,717 BS os cakes 282 
Committee on Fair Employment Practice. ...- 36 37 | ji eee oe 
National Wage Stabilization Board2......... 0 1,253 Teme ae. 
Office of Alien Property Custodian.......... 602 624 y «dl SER TELE 
Office cf Defense Transportation............ 243 MM BS osha 17 
Office of Inter-American Affairs............. 605 616 Pllc cows. 
Office of Price Administration.............. 37,464 Se. 6k 4,825 
Office of Scientific Research and Development 875 Es ees Sa 41 
Office of War Mobilization and Reconversion 642 668 Meese coe 
Petroleum Administration for War.......... 190 PORE lst es co oee 73 
Selective Service System..................| 16,561 | EN ae 231 
Smaller War Plants Corporation............ 1,792 1,814 Behe sss eka 
War Shipping Administration............... 5,044 GGrP toes 67 
independent Agencies 
American Battle Monuments............... 1 338 BD. oa ee 
Civil Aeronautics Board.................... 408 | 412 ete kas cok 
Civil Service Commission.................. 4,945 | 4,972 BPib ci 
Employees’ Compensation Commission... ... 543 549 Me thy saa 
Export-Import Bank of Washington......... 77 90 Mo i0 4s 
Federal Communications Commission. ...... 1,469 Ly 2 aoe 161 
Federal Deposit Insurance Corporaticn...... 1,189 1,207 ae 
Federal Power Commission................ 671 707 So ee 
Federal Security Agency................... 31,338 31,464 Reet. 28d, Son 
Federal Trade Commission................. 477 487 SORE es. 8 
Federal Works Agency................... 21,354 21,685 BE Karsan’ 
General Accounting Office................. 14,050 14,352 od See 
Government Printing Office................ Teel 7,262 Wh ek caeeak 
Interstate Commerce Commission.......... 2,059 2,122 RN ie, Bs 
Maritime Commission..................... 8,283 CO Toro aw ee tates 327 
National Advisory Committee for Aeronautics 5,799 OO st eecez: 215 
GEEMTIU POMIVOS. | nfo. bc le eceoeet 346 357 Pes. eis 
National Capital Housing Authority......... 247 269 BES prac clas 
National Capital Park and Planning Com..... 16 Wee ose ee es ec kaa 
National Gallery of Art.................... 272 279 PAGS sak ees 
National Housing Agency.................. 14,241 14,352 Ree cs oes 
National Labor Relations Board............. 1,106 ee 287 
National Mediation Board.................. 95 100 be. go ogee 
WPPOINCRONIE cee a goss 6 og ogee sheen oa 30,624 AO Es so 1,067 
Failroad Retirement Board................. 1,715 1,803 WE co cclagin gs 
Reccnstruction Finance Corporation........ 28,750 31,853 3,103 id.4 
Securities and Exchange Commissicn....... 1,172 1,203 WOE yoke hein 
Smithsonian Institution.................... 417 422 ee oie 5 
"WORT GOMEMIOSION: © 655.505 oe cea eee 265 267 Pee oes 
Tax Court of the United States............. 122 BO ei teas s 1 
Tennessee Valley Authority................ 11,824 TG 2 ss 228 
Veterans’ Administration................... 92,687 | 105,933 Water Ess cos es. 
RE hn Oe hg hs estas docs Peas 2,508,735 | 2,511,158 38 ,530 36,107 
ERIE os tet fg ea M4 .chis a wie da 0-i0-e of ptice BIRT STE MR lore drew orG 2,|423 
HEE OP RPODEITIDGE. TOMO oo cece ico oes. cc whe picaterentin co Poca dintmee'e 850, |934 
WGP EIGTAPUINOIIE. hong ooo cc chee ecw. 5646 ,457 | 6435,789 |.......... 210,668 
RE ane se Postar apr eera 3,155,192 | 2,946,947 38,530 | 246,775 





1 Does not include employees stationed outside the continental United States. 

2National War Labor Board was terminated and its personnel transferred to the 
National Wage Stabilization Board in the Department of Labor. The National Wage 
Stabilization Board is independent of the Labor Department in control of its personnel 
and will be reported separately. . : : 

3Includes employees stationed outside continental United States not previously re- 
ported to the committee. 4 

4Includes employees stationed outside the continental United States, except those 
of the War Department. Total for December, 98,955; and January, 120,945. 

5 Bmployees stationed outside the continental United States as of Sept. 30, 1945. 

¢ Employees stationed outside the continental United States as of Dec. 31, 1945. 





in all future checks in case the bank 
insists on this practice. 

The Southeastern Par Clearance 
Organization has also suggested a 
form to be signed by the customer 
in which he authorizes the use of 
a rubber stamp on all of his checks 
reading as follows: 


N.P. This CHECK MUST 
BE PAID AT PAR or | 
returned to the payee. 

PAYOR’S REQUEST 


It might be worth while for credit 
men to attempt to obtain this au- 
thority but no results can be guaran- 
teed as this is a big task involving 


a lot of time and effort and we doubt - 


whether many customers would be 
willing to sign such an order. In 
our opinion they would probably 
prefer to add the exchange to their 
checks rather than antagonize their 
banks. 


We have recommended to our 
members the use of a similar rub- 
ber stamp, but eliminating the words 
“Payor’s Request,” and-° inserting 
bank number under the letter “N. 
P.” Our experience has been that 
when this rubber stamp is used the 
majority of non-par banks do actu- 
ally pay checks at par. A few of 
them do return them with the re- 
fusal to do so, and a few more 
charge exchange in spite of this en- 
dorsement. However, to date the 
experience resulting from the use 
of this rubber stamp has made it 
very much worthwhile. 


As stated above, this organization 
for the par clearance of checks has 
issued a number of very valuable 
pieces of publicity and from time 
to time state the number of banks 
on the non-par list segregated 
among the various states. One piece 
of publicity bears a paragraph with 
a heading, “Do the Local Banks 
Need the Exchange Charges to 
Finance the Operation of Its Insti- 
tutions,” reading as follows: 


“Here is the answer to any 
argument that a local bank must 
have these exchange charges to 
finance the operation of its insti- 
tution. 


“The State issues a charter for 
a state bank only after the appli- 
cant has shown that a bank is a 


community necessity. If it is a 
community necessity, it follows 
that the applicant has made a 
showing that the community is 
able to support it for services ren- 
dered. The applicant for the 
charter’ does not contend nor 
_wundertake to show that the insti- 
tution will be able to function by 
reason of “riskless income from 
outside the community.” Their 
petition indicates that the com- 
munity needs the bank and that 
by serving the community with 
loans and other banking services 
the bank will have a local income 
sufficient to make its operation 
profitable. 

“The position of the committee 
is that we haye nothing to do 
with service charges between a 
bank and its depositors. That is 
the bank’s and the customers’ 
business, but exchange charges 
are a matter of public interest.” 


Bankers Take Action 


The same letter also gives a re- 
print of a letter sent by the Wis- 
consin Bankers Association to all 
of their member banks urging the 
par clearance of checks, stating 
their reasons for this recommenda- 
tion and their opinion that if banks 
do not voluntarily go on the par 
list there is a strong possibility of 
the introduction and passage of 
legislation on this subject which 
would cause unfavorable publicity 
reflecting on all banks and would 
probably lead to the introduction of 
other forms of undesirable legisla- 
tion which might include a bill to 
outlaw: service charges or to reduce 
maximum interest rates. In their 
letter the Wisconsin Bankers Asso- 
ciation states that if non-par banks 
have an inadequate service charge 
schedule they would be justified in 
increasing such charges to a point 
where they are fair and reasonable 
so that they could go on a par clear- 
ance basis. 


The figures furnished us show 
that as of December 31, 1945, there 
were 11,878 banks on the par list 
and 2,133 not on the par list. This 
means that approximately 6 out of 
7 banks in the United States pay 
their checks at par, and can operate 
profitably without having to resort 
to the subterfuge of seeking an ad- 
ditional source of revenue by charg- 


ing exchange. Many of these banks 
on the par list are located in the 
same states where other banks claim 
they have to charge what we call 
exchange, so that the argument of 
the non-par banks does not appear 
sound nor made in good faith. 

We are further advised that in 
1945 non-par banks changed over 
to a par basis at the average rate of 
27 per month and that this number 
can be expected to increase in 1946. 


“Exchange,” a Good Racket 


In one of the hearings before the 
Committee on Banking and Cur- 
rency of the United States Senate 
from December 7 to December 15, 
1944, on Senate Bill 1642 and House 
Bill 3956, to amend the Federal 
Reserve Act, as amended, to provide 
that the absorption of exchange 
and collection charges shall not be 
deemed to be payment of interest on 
deposits, Mr. R. E. Gormley, Vice 
President of the Georgia Savings 
Bank and Trust Company of At- 
lanta, Ga., gave some very revealing 
testimony as to the actual reason for 
banks charging exchange when he 
testified before the House Commit- 
tee as follows: 

“Somebody asked for a defini- 
tion of “exchange.” It is the ser- 
vice charge for transferring funds 
from one place to another. We 
in Georgia contend that we do 
not contract with our depositors 
when they deposit money there 
to necessarily make available at 
par in Kalamazoo the dollar bal- 
ance which they have with us. We 
pay them over the counter in 
Georgia, and we are not going to 
tell them, “We will put your dol- 
lar balance in Kalamazoo or any- 
where else in the Western Hemi- 
sphere without charge.” Of course, 
being a customer, the charge has 
been levied against the man on 
the other end; and, incidentally, it 
has furnished Georgia banks the 
most beautiful form of service 
charge they have ever had. Un- 
like banks in the other States, 
they have -not permitted them- 
selves to be forced or cajoled in- 
to going onto a par basis. It is 
the most beautiful form of reve- 
nue they have ever had, and it is 
a form of revenue you can collect 
with the least disturbance of pub- 
lic relations between you and your 

(Continued on Page 30) 
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OUR WORLD TRADE OUTLOOK 


Effect of Foreign Commerce on Our Prosperity 


are linked together in indis- 

soluble ties of intimacy and 

inter-relationship. If the his- 
tory of the last thirty years teaches 
us anything, it is that we cannot 
have a prosperous domestic peace- 
time economy if the rest, of the 
world is idle, more or less bankrupt 
and poorly fed and clothed. Our 
great industrial activity and our 
high standards of living here at 
home have become geared into the 
operation of world trade. 


" Home trade and world trade 
u 


Today, as never before it seems 
to me, our people are beginning to 
realize the importance and may I 
say the necessity of taking part in 
world trade. We know that in 
three or four years of war we have 
created the greatest machine for the 
production of all kinds of goods 
that the world has ever seen. We 
have assembled the largest force of 
skilled and trained labor that has 
ever been assembled for the pro- 
duction of what we need. We have 
developed the managerial capacity 
to direct the operation of these two 
implements of production. They 
are capable of producing much more 


than we can consume within our . 


own borders. We have established 
a standard of living and a wage 
scale that is dependent upon the 
continued operation of this great 
machine of production and the con- 
tinued employment in large part of 
these workers. We must look to 
foreign trade to achieve this goal. 


It is obvious that if we are to 
keep up our production to anything 
like war volume, and this seems 
necessary if we are to keep up high 
employment and high wages, then 
we must find a permanent outlet 


—.. 
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abroad for commodities which wil} 
replace some part of the great mass 
of war materials, lend-lease goods, 
and UNRRA supplies that we have 
been sending overseas. I am think- 
ing on a long-term basis, and not 
merely of the comparatively short 
time which may be required to fill 
up the war-created shortages in our 
own country. 


Others Seek Foreign Markets 


We are not alone in looking to 
world trade as one way of helping 
solve our domestic problem. All 
the world is interested in foreign 
trade. In some nations foreign 
trade is regarded as so important 
that it takes precedence over in- 
ternal trade. Sir Stafford Cripps 
recently said that the English people 
would have to get along without 
new automobiles so that England 
would have cars to export. In a 
series of speeches he has stressed 
the necessity for continuing the 
“austerity standards” of war-time, 
and has called on the people to 
further tighten their belts. Exports 
come first in their postwar indus- 
trial program, and must be in- 
creased by at least 50% over pre- 
war volume. 


Canada is also vitally interested 
in foreign trade. It has built up 
a greater productive capacity than 
is required for normal peacetime 
home consumption. To maintain 
full production, full employment 
and high wages, it must export and 
do so in greater volume than ever 
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before. Canada’s position is some- 
what like ours—with this difference 
—that its export trade is a larger 
percentage of her total trade. 

The part that exports play in our 
domestic economy is sometimes be- 
littled by those of narrow vision 
who do not take the time or trouble 
to study the problem. It is true 
that exports have accounted for 
from seven to ten per cent only of 
our total output of movable goods. 
However, let us consider certain 
commodities as'examples. We find 
that normally we export from thirty 
to over sixty per cent of our total 
production of cotton. It is the 
principal crop in the South and 
Southwest. It is grown on about 
one-fourth of the nation’s farms, 
and more than forty per cent of 
the total farm population of the 
nation lives in these cotton states. 
More than thirty per cent of all 
tobacco grown in the country is 
exported. Over thirty per cent of 
our production of canned sardines, 
dried prunes, lubricating oil, refined 
copper and sewing machines enter 
export markets. There is a grow- 
ing dependence of the mass produc- 
tion industries upon export trade, 
and just before the war more than 
twenty per cent of various types of 
industrial machinery was being ex-. 
ported. Export trade reaches into 
every nook and cranny of this 
broad land and contributes to the 
economic well-being of -all—indus- 
try, agriculture, transportation and. 
distribution. “4 


Effect on Employment 


A rise in the ratio of our foreign 
trade to domestic trade has invari- 
ably resulted in a rise in employ- 
ment and an improvement in 
domestic business conditions, and 
these trends havé been downward 
when this ratio has fallen. 





It is conservatively estimated that 
with a foreign trade of ten billion 
dollars a year—we have been doing 
considerably more than that for 
several years—and this is a con- 
servative estimate for the future 
—such trade would provide about 
five million jobs, and probably many 
more jobs indirectly dependent upon 
such trade. Consider the state of 
our prosperity when in the thirties 
we had from five to ten million 
people unemployed.—What a blow 
it was to our economy—What a 
blow it would be to our system of 
domestic marketing and distribu- 
tion if five million or more of our 
workers now engaged in production 
based on foreign trade should be- 
come unemployed. 

In the formulation of postwar 
policies our national government is 
laying great stress upon foreign 
trade. It looms large upon the 
horizon. It has been the subject of 
consideration in many recent inter- 
national conferences. The Bretton 
Woods Agreement with its Inter- 
national Bank and _ Stabilization 
Fund is designed to furnish the 
stability in exchange without which 
world trade cannot prosper, no mat- 
ter how many willing buyers and 
willing sellers you may have. There 
must be both the ability and the 
freedom to convert the proceeds 
from the sale of exports into the 
currency of the selling country, or 
foreign trade will be reduced to a 
bilateral bartering arrangement. 


Congress has re-enacted the Re- 
ciprocal Trade Agreements Act 
which should permit our Govern- 
ment through negotiations .with 
other nations to materially reduce 
the tariff and other trade barriers 
and restrictions that have been built 
up and created by so many countries 
in recent years. | 


The United Nations Organization 
has created as one of its coordinate 
branches a Social and Economic 
Council, designed to smooth the 
pathway for a greater international 
trade. . 

The World Conference on Air 
Transportation at Chicago was a 
long step in the direction of the 
establishment of a great system of 
world transportation by air. Addi- 
tional and faster methods of com- 
munication between nations lead to 
better understanding between 


s 
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peoples and greater and accelerated 
trade. The airplane may well open 
up hitherto inaccessible lands and 
riches, create new towns and indus- 
tries, introduce new commodities to 
the world’s markets and generally 
quicken the flow of foreign com- 
merce. 


U. S. A. as a World Leader 


Leadership in rebuilding a world 
economy and in removing or lower- 
ing the barriers to trade is being 
taken by the United States. This 
is our responsibility because we 
have by far the largest industrial 
capacity to produce the goods which 
the world so urgently needs, and 
also the greatest purchasing power 
with which to buy the goods of 
other nations. We also must be the 
principal source of the investment 
funds required for rehabilitation, 
reconstruction, or for new plants 
or enterprises. 

The two greatest contributions 
that the United States can make in 
the near future to “Our World 
Trade Outlook” are these: first, 
restore production — produce the 
wealth, the goods that we'so greatly 
need at home, and for which the 
whole world is in such dire need; 
and second, ratify the financial 
agreement with the United King- 
dom which provides for a three and 
three-quarter billion dollar line of 
credit. Production is the only anti- 
dote to high prices and inflation. 
It is the only means whereby ‘we 
may have high wages and happi- 
ness. 


Ratification of the British Agree- 
ment would be a major step in the 
restoration of world commerce, and 
in the elimination of state direction 
and control of business. It will en- 
able Britain to buy the raw ma- 
terials that are so essential to the 
resumption of production by her 
factories of goods both for home 
use and for export. Before the 
war she was the world’s largest cus- 
tomer and our largest customer. 
She needs food or dollars with 
which to buy food—until her ex- 
port trade, so greatly diminished 
during the war, shall have been 
restored. She is a good customer, 
a good neighbor, temporarily em- 
barrassed .by unparalleled war 
losses, and we can help her to re- 
gain normal commercial health. No 





good business man would do less 
for a good customer. 

Full employment with high wages 
and a rising standard of living in 
the United States will best be pro- 
moted by a multilateral system of 
world trade in which Britain is a 


participant. Without this credit 
there is danger that the world will 
continue its war-created system of 
government controlled economic 
blocs with resulting econoniic chaos 
and warfare. This we should avoid 
at all hazards. 


Favors Credit to Britain 


The Board of Directors of the 
Chamber of Commerce of the 
United States recently issued a 
statement urging approval of the 
financial agreement with Britain. 
The Board expressed the conviction 
that the proposed credit and related 
understanding respecting commerc- 
ial policies would be to the advan- 
tage of the United States, that no 
other program offers equal assur- 
ance of an expansion of world trade 
on a multilateral and non-discrim- 
inatory basis, and that the alterna- 
tive is extensive and harmful eco- 
nomic warfare among rival groups 
of nations. 

The United Kingdom on its part 
pledges removal of controls and 
barriers which now hinder an ex- 
pansion of United States foreign 
trade. These pledges which are of 
the greatest significance include the 
elimination within one year of the 
sterling area dollar pool and an 
agreement that payments or trans- 
fers on permitted American imports 
into the United Kingdom and on 
other current transactions shall be 
free from restrictions. They agree 
to join with us in effecting the 
gradual reduction or elimination of 
trade preferences — including Em- 
pire preferences—and other export 
and import controls. Without this 
credit the United Kingdom will be 
forced to strengthen sterling area 
controls and Empire tariff prefer- 
ences, and all prospects disappear 
for putting into successful opera- 
tion the International Monetary 
Fund and the International Bank 
for Reconstruction and Develop- 
ment. 


The Department of State has 
prepared extensive proposals for the 
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expansion of world trade and em- 
ployment. Some fourteen countries 
have been invited to send delegates 
to Washington for a preliminary 
discussion of these proposals so 
that they may be presented to a 
World Conference on Trade and 
Employment which is scheduled to 
take place before the end of the 
year. This is a part of the program 
coming out of the financial agree- 
ment between the United Kingdom 
and the United States. 


We Need International Buyers 


With the scarcity in goods which 
has prevailed for several years, 
salesmanship has almost become a 
lost art. Goods have sold them- 
selves. It has been essentially a 
seller’s market and there is un- 
doubtedly a yawning gap in your 
sales organization where during the 
war years salesmen have not been 
educated or developed. I think 
there is a great opportunity for the 
returning veteran to devote himself 
to learning salesmanship because in 
due course there will be high de- 
mand for his services. 


Our outlook in world trade is 
going to improve if the marketing 
and distribution agencies in America 
have keen and intelligent buyers. 
They are going to be more impor- 
tant in the near future in develop- 
ing our World Trade than are your 
salesmen. The world is ready to 
buy our goods, but how can they 
pay for them? They can only pay 
for them with exports or loans. We 
tried the loan game after the last 
war with rather disastrous conse- 
quences to both the borrower and 
the lender, and we must move with 
caution in repeating that perform- 
ance. The principal reason why this 
method failed was because the loans 
were generally made to Govern- 
ments for purposes which in many 
cases were unproductive and not 
self-sustaining. 

There is a broad field for the de- 
velopment of foreign trade through 
the placement of sound private 
loans and the investment of private 
venture capital. We must be willing 
to receive imports, to import and 
prosper. How can we impoverish 
ourselves by taking the products of 
other nations, when by so doing we 
enable the other fellow to buy our 


goods and thus keep our factories ' 


going? We need trained buyers to 
go out into the world’s marts of 
trade to find the goods and com- 
modities we can use. 

Our exports in November, 1945, 
increased over October by about 
40%. At the same time our im- 
ports decreased by 9%. These fig- 
ures tell a tragic tale of imperman- 
ence and insecurity in our foreign 
trade. They are too one-sided and 
unbalanced. Again I say we need 
more buyers and need them now. 
Buyers who can find articles of 
foreign production that do not com- 
pete with our own products—buyers 
who can create new industries in 
foreign lands to utilize raw ma- 
terials and native labor to produce 
the things that we cannot economi- 
cally produce. This is one of the 
ways we can build up foreign trade. 


Nations Are Interdependent 


After all, the nations of the world 
have. becoine highly dependent on 
each other, so much so that no na- 
tion can be happy and prosperous 
today if the other nations of the 
world are unproductive and bank- 
rupt. An embargo on imports auto- 
matically operates as an embargo 
on exports as well; both in the long 
run cause trade possibilities to 
shrivel and factory chimneys to 
stop smoking. The tremendous in- 
dustrial activity and high wages 
incident to war have incited the 
whole world with the praiseworthy 
ambition of attaining a peacetime 
program with a high level of pro- 
duction, a high level of employment 
and high wages. Economic welfare 
throughout the world depends upon 
the degree of fluidity of world 
trade. Practically every nation must 
supply some of its commodity and 
service needs through resort to the 
resources of other nations. Produc- 
tion in our,own industries must be 
supported and supplemented by im- 
ports and international trade. The 
rapacious consumption during the 
war of some of our most vital stra- 
tegic materials proceeded so far to- 
wards exhaustion that the United 
States in the future must increas- 
ingly look to foreign sources of 
supply. We must become an im- 
porter of many raw materials of 
which we have had an abundant 
supply in the past. Purchase of 
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such materials is one of the most 
promising ways by which we may 
hope to build up our trade with 
Latin Anierica. 


During ,the war Latin America 
had not received an adequate supply 
of many of the commodities which 
it has been accustomed to import 
from abroad. These countries have 
established new industries and have 
increased home production, but 
largely with respect to consumers’ 
goods. But this new production has 
not been sufficient to meet their 
needs. Their usual stocks of these 
goods have been depleted and their 
inventories are starved for replace- 
ments. It is well known that there 
is a large built-up demand for con- 
sumers’ goods of many kinds, ne- 
cessities and luxuries, which have 
been in short supply or non-existent 
during the war. 


Also they will require a’ large 
volume of heavy building supplies 
and machinery of all kinds. The 
Office of Inter-American Affairs 
has estimated that Latin America 
will be in the market for about 7 
billion dollars’ worth of equipment 
for its industrial needs. 


Large Reserves for Purchases 


They have built up large dollar 
balances in the United States with 
which they may make purchases 
here. Their gold foreign exchange 
reserves and trade balances are esti- 
mated to be about 4 billion dollars. 
In reality these balances are small 
when due consideration is given to 
the enormous volume of purchases 
which they may wish to make, and 
these balances may be exhausted in 
a very few years. They cannot be 
counted on as any part of a long 
range program of trade expansion. 
A more enduring program must be 
devised whereby these buying bal- 
ances may be regularly created. We 
must buy more of their goods and 
raw materials. 

Increased purchasing power in 
Latin America will mean increased 
trade between the Americas and 
fuller realization of our potential 
capacities. Thus, the interest of the 
Latin American countries in achiev- 
ing a better balance in their econo- 
mies is paralleled by our interest. 
This country, by contributing its 
capital, technological skills, and 
equipment, can strengthen the entire 
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fabric of inter-Americanism, and, 
by so doing, strengthen itself in the 
postwar world. 

This subject of balancéd economy 
is one of the most vital problems 
with which the American nations 
have been faced. Admittedly, the 
United States will no longer import 
such huge quantities. of strategic 
materials as were so fortunately 
obtained from its good neighbors 
during the war. However, one of 
the most important trade develop- 
ments to come out of the war may 
well prove to be the real progress 
which the other American nations 
have made in cultivating their trade 
with each other. This was largely 
because of our inability to supply 
their requirements. 

Countries all over the world are 
now manufacturing products form- 
erly imported. In the Western 
Hemisphere and other lands hun- 
dreds of secondary industries have 
sprung up. This trend shows every 
sign of continuing and becoming 
more pronounced. 
United States is concerned, this 
means fewer sales of the simpler 
manufactured consumer products in 
countries where these products are 
being made, but total export trade 
will expand and more machinery, 
technical and engineering supplies 
and other highly specialized manu- 
factures will be shipped. 

Some idea of the industrialization 
occurring abroad is given by the 
following examples: 

The industrial output in the City 
of Sao Paulo, Brazil, doubled in 
the period from 1935 to 1940. 

The new steel mill in Brazil at 
Volta Redonda will produce almost 
twice as much steel as produced in 
all of Brazil previously each year 
and will take care of half of Brazil’s 
steel requirements. 

Industrial. production in Chile is 
now 80 per cent greater than in 
1929. 

Argentina in 1930 imported half 
of her requirements in cement and 
produced locally the other half. By 
1940, only 0.1 per cent of her ce- 
ment requirements were imported, 
the rest produced locally. 


Will Not Affect Our Trade 


From a narrow point of view, 
this accelerated industrialization in 
many countries of Latin America 
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So far as the. 


might appear to be one point that 
must necessarily be at the expense 
of industrialized nations, like the 
United States, by reducing demand 
for foreign finished products. Act- 
ually, it is likely to have an opposite 
effect. Industrialization in Latin 
America is advantageous to the en- 
tire hemisphere, because industrial 
expansion carries with it a greater 
buying capacity by many people 
whose standard of living has been 
substantially increased. Further, 
the history of international trade 
relations shows that it pays an eco- 
nomically strong nation to help its 
neighbors develop, so that they to- 
gether may march along the road 
of economic progress. 

We are on the threshhold of a 
new business era in our history. It 
will be characterized by an expand- 
ing world trade and by a tremen- 
dous growth in the interchange of 
goods and commodities between the 
peoples of the world. 

A prosperous America with a 
well-developed two-way flow of 
foreign trade is one of the most 
important factors in the stabiliza- 
tion of the postwar world economy. 
Healthy world trade and the pros- 
perity to which that trade will lead 
are only possible in a peaceful 
world. 

The barriers to the free flow of 
world trade are very great. The 
removal of many of these barriers 
is a prerequisite to any large scale 
renewal of normal world trade. We 
are working feverishly in all kinds 
of conferences to bring about 
political collaboration for the main- 
tenance of peace and security. 

There can be no real peace or 
security where there is economic 
disorder and instability. We must, 
therefore, direct our earnest efforts 
to bringing about international eco- 
nomic collaboration. 

We all want peace, economic se- 
curity and political freedom. If all 
of our war personnel and war 
workers are to have employment, 
the channels of trade must be 
opened wide. Without trade there 
is unemployment. Trade, employ- 
ment and prosperity are the only 
antidotes to social and political in- 
stability. 

We want thai form of postwar 
trade policy which will preserve the 
free enterprise system which has 


made our country great, and has 
given our people the finest and most 
generally distributed degree of cul- 
tural opportunity—the greatest de- 
gree of social security and political 
freedom, and the highest standard 
of living ever known to mankind, 


Food Manufacturers of 
Mid-West Confer on 
Postwar Credit Plans 


Chicago: Sponsored by the Food 
Manufacturers and Allied Lines 
Credit Group and the Manufactur- 
ing Confectioners Credit Group of 
the Chicago Association of Credit 
Men, the Seventh annual mid-west 
Credit Conference was held at the 
La Salle Hotel, Friday, February 
22. 

Speakers and their topics on the 
program were: “Today’s Credit 
Personnel Problems,” A. L. Jones, 
Armour & Company; “What the 
Credit Executive Should Know 
About Taxes,” Rhae M. Swisher, 
Rhae M. Swisher and Company; 
“An Attorney is Again a Neces- 
sity,’ C. A. Teller, Teller, Levit 
& Silvertrust; “Business Trends,” 
David Dillman, Managing-Editor, 
the Chicago Journal of Commerce. 

W. E. Schumacher, Anheuser- 
Busch, Inc., Chairman of the Food 
Manufacturers Conference Commit- 
tee presided at the morning session 
and W. F. Pretzel, Bunte Bros., 
Chairman of the Manufacturing 
Confectioners Conference Commit- 
tee, presided at the afternoon ses- 
sion. 

The members of the conference 
were given a hearty welcome by 
W. A. Bracken, Armour & Com- 
pany, Chairman of the Food Manu- 
facturers and Allied Lines Credit 
Group and I. R. Wagar, E. J. Brach 
& Sons, extended a welcome for the 
Manufacturing Confectioners Credit 
Group as Chairman of the Group. 

G. H. Nippert; The Procter & 
Gamble Distributing Company pre- 
sided at the luncheon session and 
the welcome of the Chicago Asso- 
ciation of Credit Men was given by 
R. L. Seaman, The Florsheim Shoe 
Company, First Vice-President of 
the Association. 

A feature of the afternoon ses- 
sion was the round table discussion 
on credit problems. 
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TERMS AND WORKING CAPITAL 


Effect of Turn-Over on Operating Funds 


Taxes and Turmoil one can 

expect almost anything to 

happen and while we may be- 
come a bit startled at some of the 
fanciful propositions that appear, 
we have come to accept these whim- 
sical ideas as a matter of course. 
It is interesting to meditate on what 
might develop from these ideas and 
one gets in the habit of looking for 
“signs.” Recently the discovery of 
some of these “signs” has posed 
the following question in my’ mind: 
“Will there be a contraction of 
terms in the heavy industries and 
is this contraction being considered 
as a means of reducing the accounts 
receivable float and thereby con- 
tributing to the increased turnover 
of. working capital ?” 

Perhaps it seems strange at this 
particular time that such a sign 
should appear on the business hor- 
izon. Nevertheless, such signs have 
appeared and they may be signifi- 
cant. For instance, a large nation- 
ally known manufacturer of heavy 
household utilities such as washing 
machines, ironers, refrigerators, 
etc., is using a rubber stamp on his 
invoices that reads “This invoice is 
now due.” Another manufacturer 
of heavy machinery, who heretofore 
extended liberal credit, is indicating 
terms of cash on delivery or imme- 
diately thereafter. 


The automobile industry has 
evolved plans whereby even SDBL 
shipments are reduced to an abso- 
lute minimum. Demands for cash 
for shipments the same day or the 
next day following release of the 
cars are being made. Is this indi- 
cative of something yet to come? 
's it a definite trend or just a pass- 
ing idea that will wash out with our 
other troubles? I would like to an- 
atvze a little bit. 


a In these hectic days of Trials, 
& 


.—————___ ae 


by E. V. KIDD 


Credit Manager 
STUDEBAKER CORPORATION 
South Bend, Ind. 


—————— TT 


In the country today there is a 
vast amount of money. The banks 
are overflowing with it and seeking 
means of putting it to work at the 
lowest interest rates in history. In- 
dustry, after a profitable period of 
activity, generally speaking, finds 
itself well supplied with cash. All 
around you there has been talk of 
expansion, tremendous production, 
new and exciting products, mar- 
velous new machinery capable of 
doing unheard of and almost un- 
believable things. There is going 
to be a job for everyone. Salaries 
are being raised, labor is striving 
for sky-high wages —and getting 
them, and everything should be 
rosy. Then why this little sign? 


The Present-day Picture 


Is it because of recent experiences 
in getting production under way? 
True, delay in reconversion hasn’t 
helped any. Expensive and vora- 
cious overhead still goes on in those 
plants which had geared themselves 
to a high production level and then 
found themselves stymied because 
of labor trouble. In those plants 
where production proceeded at a 
rate below that which was contem- 
plated and upon which costs are 
based found a heavy loss at the end 
of each day. Those plants which 
made commitments which had to be 
met and then found they could not 
use the materials because of various 
delays certainly did not chalk up a 
profit. 

The concerns that staffed their 
plants and spent hundreds of thou- 
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sands of dollars for new equipment 
which could not be put into opera- 
tion because of labor and other 
troubles did not increase. their. lig- 
uidity. And the selling organiza- 
tions, expanded, trained and made 
ready to go but held up because 
they had nothing to sell, did not 
contribute anything to the health 
and happiness of their employers. 
Who is to blame? The OPA? 
Well, we’ve blamed them for about 
everything else. The labor unions? 
Industry itself, perhaps, or should 
we attach a little of the blame to 
all of them? 


Retarding Expansion 


Now many concerns have con- 
templated plant expansion over a 
period of time to be paid for by the 
retention of earnings. It is obvious 
that if they don’t earn, they don’t 
expand. If their contemplated 
earnings are below the amount re- 
quired, then their program must be 
curtailed proportionately. Multiply 
that situation nationally and you 
have a pyramided problem. Basing 
initial costs after reconversion on 
a near normal manufacturing form- 
ula and then finding, by reason be- 
yond your own control, these costs 
are abnormal, is not conducive to 
orderly procedure nor profitable 
production. Such experiences con- 
tinued can only result in a depleted 
cash position. Having attained in- 
voluntarily such an unhappy posi- 
tion, can industry by narrowing the 
terms on sales bring a greater use 
of their capital into play in an 
amount sufficient to offset the dis- 
astrous inroads of industrial strife? 
Obviously, it will take a period of 
time to accomplish this objective if 
it could be done at all. To a fun- 
damentally sound institution, bank 
loans are readily available and could 
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be used as a stop-gap, but again 
interest charges are a part of costs. 
So that is the position. 

Can we see a way to clear this 
situation at least partially by in- 
creasing working capital through 
the reduction of the accounts re- 
ceivable float? Take those indus- 
tries making household utilities— 
ironers, washing machines, refrig- 
erators, stokers, etc.—where mass 
production is universal. Shipments 
are in carloads to jobbers and dis- 
tributors. We are told that during 
reconversion tremendous quantities 
of partially completed units were 
held up and stored by reason of 
labor. troubles either direct or 
through a supplier. As mentioned 
earlier in this article, overhead ex- 
pense continued at a high rate 
while the plant stood still and dissi- 
pated much of its liquid assets. 

In view of the potentially mam- 
moth demand could not the manu- 
facturer recover a portion of this 
loss by curtailing a portion of the 
time granted his customers to pay 
his invoices? If his terms were 
ordinarily 30 days and he now de- 
manded payment upon receipt of in- 
voice, he would probably increase 
his turnover at least three times. 
You could follow this same reason- 
ing as being applicable to all in- 
dustry and I believe some progress 
could be made toward attaining the 
objective. Whether this would de- 
velop a resentment among the 
dealers to a point of becoming a 
factor in the form of sales resist- 
ance, depends entirely, it seems to 
me, on the approach to the prob- 
lem by the manufacturer. 


Customer Must Be Considered 


The dealer may at this particular 
time accept the situation in respect 
to his urgent requirements for 
merchandise, but make a reservation 
as against the time when merchan- 
dise is more plentiful and competi- 
tion brings about a different mar- 
ket. It could be said that as the 
demand eases off, the manufacturer 
could ease off correspondingly. That 
is true, but I think you will find 
that once terms are established and 
become entrenched it is not often 
they are changed. If, however, a 
manufacturer sensed that pursuing 
the same purpose was becoming a 
liability, he undoubtedly would re- 
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vert to more normal terms. You 
may ask where the small dealer fits 
in such a picture and if the jobber 
will pass on to him the same stiff 
terms of cash on the “barrel head.” 
I do not think so. The dealer pur- 
chases a few units at a time and 
invariably either finances them or 
uses his bank credit. If he finances 
them, the jobber of course gets his 
money right away. If he does not, 


_ the jobber will either induce prompt 


payment by means of cash discount 
offered or because of his close 
proximity to the dealer will be able 
to collect his money when due. And, 
incidentally, I think, relatively 
speaking, that the small business- 
man will be the big customer of 
the bank. 


Seven-day Float on SDBL 


Now take the automobile industry 
with which I am most familiar. 
Ordinarily there is a large number 
of dealers who pay cash for their 
cars and use their own money. A 
carload of automobiles is shipped 
on sight-draft attached to bill of 
lading. At the present time there 
is no delay in either getting the 
cars to destination or in the dealer 
taking up the draft. Recent ex- 
perience has shown the railroads are 
delivering carloads to Texas in 
three days, to Maine in three days, 
to the West Coast in six days and 
corresponding time periods to in- 
between points. An analysis cover- 
ing one month’s SDBL shipments 
showed an average lapse of seven 
days from the date of the draft, 
which is the date of shipment of 
the automobiles, to the date the 
money was received from the bank. 
Ordinarily that would seem a quick 
return on your money; however, 
when cars are more plentiful, these 
drafts may not be taken up so 
quickly. For example, using seven 
days as a base and considering ship- 
ments at the rate of 2,000 cars per 
day and the cost of a car at $1,000, 
you have a receivable float of $14,- 
000,000 which is something to be 
reckoned with. Devising means 
whereby this volume in dollars can 
be reduced to a more rapid turn- 
over is to effect a substantial re- 
duction in required working capital, 
obviously by turning over the net 
working capital many more times. 


According to Dun & Bradstreet 


some of the heavy industry annual 
turnover of working capital is as 
follows : 


Auto Parts 

Building Construction 
Industrial Chemicals .. 
Foundries 

Industrial Machinery .. 
Metal Stamping 


$96 


These figures indicate a satisfac: 
tory condition with the calculations 
including the regular terms on re- 
ceivables. Obviously the turnover 
would increase in proportion to the 
reduction of receivables and the 
relative availability of the additional 
funds acquired. All this against the 
time when the nation swings away 
from a seller’s market and competi- 
tion will dictate the costs and con- 
ditons. 


What of a Buyers Market 


If the industries foresee such a 
condition, and who cannot, the im- 
proved current position brought 
about by the narrowing of ‘terms 
will stand in good stead. Then will 
they be able to meet competition in 
an orderly manner and they are well 
equipped to extend themselves 
should the exigencies of the. situa- 
tion demand extension. Should the 
market become flooded with mer- 
chandise and the jobbers and deal- 
ers find themselves with a highly 
priced inventory, it is self-evident 
there will be a long loud wail for 
relief from the. manufacturers’ 
terms. (A _ well-known Washing- 
ton letter predicts a flooded market 
on certain products as early as this 


fall.) 


Another situation that indicates 
an awareness of the need of a bet- 
ter application of receivables as 
working capital is the increased use 
of the banks’ willingness to pur- 
chase accounts receivables. This may 
be a sound practice, especially for 
the smaller manufacturers and busi- 
nesses, but certainly it is more costly 
than other methods. Again the fear 
of disturbing pleasant existing re- 
lations by a shortening of terms 
may be the reason back of utilizing 
this method of increasing ready 
capital. In view of continued gov- 


_ernmental participation in industry 


through its various agencies with 
their seemingly inexhaustible _ re- 


(Continued on Page 14) 
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.or several other reasons. 


LOOKING BEYOND THE BALANCE SHEET 


Factors that Help in Valuating Credits 


of your job? The surest and 

easiest way to really enjoy it 

is to look beyond the balance 
sheet . . . look into the other phases 
of your customers’ business .. . rate 
each one for general ability, busi- 
ness instinct, and ability to hit the 
ball hard. Rate them just as you 
would a ball team or golf star. 
Then, what a thrill you will get out 
of seeing an independent, sound- 
basis business grow from a seedling 
you helped guide and cultivate! 

By thinking more about this part 
of our work, we can strengthen our 
position as a vital part of business 
and eliminate the unfounded but 
frequent comment that we are a 
necessary evil. 

When reviewing a balance sheet, 
you decide whether the merchant 
is capable of paying invoices ac- 
cording to your terms. Many times 
this will not coincide with trade 
clearances from Credit Interchange 
and other-agencies. If slowness ap- 
pears in trade reports, you should 
find out the reasons — which will 
usually show up in analyzing oper- 
ating statements and other phases 
of the business. 


> Do you get enough kick out 
h 


Watch Inventory Turnover 


In analyzing the profit and loss 
statement, you may find the retailer 
is not securing the proper turnover 
of inventory. This may be due to 
lack of sales, mistakes in buying, 
These 
days, with inventories at their low- 
est in the history of the country— 
these faults may not show up in the 
operating statement; yet the day of 
reckoning is not too far off if we 
taxe recent trade clearances as a 
guide. These reports are beginning 


to indicate slowness and past due 


items. It cannot be emphasized too 


LS 
by BENJAMIN HIRSHFIELD 


General Credit Manager 
GOODALL COMPANY 
(Palm Beach Suits) 
Cincinnati, O. 


—————— TT 
strongly that credit files be kept up 
to date to know when changes 
occur. 

It is the first duty of the Credit 
Man to keep customers in business. 
When necessary, personal calls 
should be made by Credit Men. 
These calls should be made not after 
the store has become involved, but 
when it is believed they are head- 
ing in that direction. This is impor- 
tant to the Credit Man and your 
Company, which must have distri- 
bution for its product. It is the duty 
of these Credit Men to guide cus- 
tomers in different phases of their 
business—such as finance, purchas- 
ing and budgets. 

During these visits, the Credit 
Man should observe the type of lines 
carried by the store. In our type of 
business we find it is important for 
the retailer to be informed about 
sources of supply. The knowledge 
of their own sources will guide the 
retailer as to the best selling items. 
A regular supplier will not overload 
the merchant, to the contrary he will 
be helpful in moving stocks with 
promotional helps, sales assistance 
and*credit guidance. The retailer 
should have knowledge of price 
lines he wants in his store. He 
should not have too many lines in 
the same price bracket and not too 
many price brackets. Too many 
price brackets will eventually give 
the retailer an unbalanced inven- 
tory, which will become slow moy- 
ing, then obsolete, necessitating tie 
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up in capital, markdowns, etc. The 
retailer should not buy from too 
many sources of supply because 
spreading of purchases thinly will 
leave him in a vulnerable position— 
if he ever finds himself topheavy, 
and not in a position to pay in- 
voices promptly. An inventory con- 
dition of this kind, will result in 
slow pay and may not show up in a 
balance sheet as quickly as in a trade 
clearance. 


“Capacity” an Important Item 


A personal call will also indicate 
to you whether the retailer has the 
proper selling force, and if he is 
managing his affairs properly. The 
knowledge of buying, selling and 
management—alt coming under the 
important “C” of Credit—Capacity. 
Talking about personal calls does 
not mean that traveling is the first 
requisite of a Credit Man. The 
Credit Man does his best work at 
his desk, and can usually get a good 
picture of the retailer and store in 
his mind by reading antecedent in- 
formation and method of operation. 
Your traveling salesmen acquaint 
you with the sources of supply of 
each customer. But our Company 
believes that a couple of short trips 
a year are helpful to the retailer, 
valuable to the Company, and broad- 
ening to the Credit Man himself. 
Just one warning; don’t let the re- 
tailer’s pleasing personality change 
your judgment based on facts. 

Many times retailers will have a 
breakdown of cost and sales by de-. 
partments and with this information 
you are able to point out easily the 
unprofitable departments. It may 
be necessary to show that there are 
too many salespeople in a slow-mov- 
ing department, and selling there 
can be absorbed by other clerks. 
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In our line of business when 
analyzing rent and advertising—it 
tg important to know the type of 

—store, whether department or ap- 
parel store—if it is located in the 
main shopping district or neighbor- 
hood. A neighborhood store may 
show low rental and high advertis- 
ing costs. This is neecssary because 
the neighborhood store has to draw 
traffic away from other areas. The 
downtown apparel store will pay 
more rent and have heavy traffic; 
therefore, he should have less ad- 
vertising expense to sales. 


Help for Service Men 


In the past year many Service 
Men have entered business on their 
own. While it has become neces- 
sary to discourage veterans that are 
not equipped to run a business, it 
will also be important to give these 
men every consideration once they 
start their venture. By this, we do 
not mean that you should break 
down your credit policies; but if 
you can show them the least bit of 
consideration (and we all appreciate 
that they deserve everything that 
can be offered) they will feel that 
what they were fighting for was not 
in vain. 

These new establishments will set 
the stage for the keenest competi- 
tion—resulting in failures for old 
stores as well as new ones. The 
country was built on the basic idea 
of free enterprise and these veterans 
deserve the chance of starting their 
careers as honest merchants. 

All of these factors clearly indi- 
cate the importance of looking be- 
yond the balance sheet . . . knowing 
your customers’ capabilities, local 
problems, and such matters as ad- 
vertising and selling costs, price 
lines and finance. Make sure the 
retailer rates well in these phases 
of his business and you will have a 
successful customer. 





Seek Amendments in 
Louisiana Lien Law 


New Orleans: New Orleans Credit 
Men’s Association is joining with other 
business organizations in proposing, an 
amendment to the Louisiana Lien Law 
which was passed in 1926. The amend- 
ment proposed would give material sup- 
pliers and labor a direct lien on buildings, 
superior to the prime mortgage. Under 
the present law unless a waiver is ob- 
tained from the mortgage holders, such 
lien rights are not available. 
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WHAT CREDIT POLICY? 


LLL 


by WILLIAM C. NORTH 


Credit Manager 


BREYER ICE CREAM CO. 
Newark, N. J. 


———————————— TT 


Now that we are supposed to 
be getting back to the normalcy 
be 


of peace and to the conduct of 

business on a competitive basis, 
the question arises as to what shall 
be our future Credit policy. The 
questions which are asked by those 
responsible for determining the 
policy are: shall we be more lenient 
or less lenient than we were before 
the war? Shall we restrict or shall 
we expand our prewar credit facili- 
ties? Shall we endeavor to operate 
on the war basis, the sellers’ market 
basis, as long as possible and allow 
the future to work out a policy ac- 
cording to the expediency of the 
time? 

When we examine these questions 
carefully, we realize that they are 
not simple questions and _ conse- 
quently cannot be answered with a 
simple yes or no. They are complex 
and naturally provoke other ques- 
tions. Was our credit policy partially 
ortotally right beforethe war? What 
part did credit play as an inducement 
to sales and how much did it effect 
our profit? Will an expansion of 
credit mean greater profit? Will a re- 
striction of credit mean less profit? 
How much does our credit policy 
affect our dealer relations? Is it 
good business to prolong a sellers’ 
market as long as possible? What 
about the effect on good will? Is 
there such a thing as a two tone 
goodwill, one for consumer another 
for dealer? 

If our hindsight is good then our 
foresight is better. There is one 
policy which we can pursue in good 
times and bad and that is the policy 
of experience: Give credit where 
credit is deserved. It is certainly 
deserved by those loyal dealers who 
had a good prewar credit record and 
surrendered their credit accounts as 
a co-operative measure to their sup- 








plier. Credit is now as it always has 
been deserved by any man of good 
character who conducts his business 
in a sound and reputable manner. 

Credit is an essential part of busi- 
ness. It is a tremendous factor in 
reaching maximum production and 
in maintaining market position. It 
is a boon to goodwill and an aid in 
establishing closer relations among 
manufacturer, distributor and con- 
sumer. The only thing that can be 
achieved by retarding or eliminat- 
ing credit is a constriction of busi- 
ness. 

The so-called .practical business 
man who wants to do as little busi- 
ness ashe can get away with on a 
credit basis is only professing weak- 
ness in his ability to properly ad- 
minister credit. The only evil in 
credit is in its abuse and abuse is 
only tolerated when the jurisdiction 
over credit is in the wrong hands. 

The question is not shall we do 
more or less credit business; the 
question is shall we do more or less 
business, shall we make more or 
less profit ? 


Terms May Affect 
Working Capital 
(Continued from Page 12) | 


quirements and demands, it would 
seem to be just good common sense 
to keep a business in as liquid a 
position as possible consistent with 
the requirements of a going con- 
cern. Some manufacturers are pub- 
licly stating that they are selling 
their products at a price that is 
forcing them to take a sizeable loss 
on every unit delivered. This they 
attribute to the rulings of the OPA 
and its failure to take into consid- 
eration the increase in labor and 
material costs. If this manufac- 
turer elects to continue on this basis, 
even temporarily, it is easy to un- 
derstand the importance of making 
his working capital do a maximum 
job. 
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CREDIT’S PLACE IN MANAGEMENT 


Its Responsibilities and Relationships 


This may seem to be an in- 
tangible and indefinite subject. 
On’ closer appraisal and with 
more considerate reflection, it 
may be said that a proper definition 
of this subject would give you and 
me a better answer as to what our 
jobs actually are. 


If you were to ask me how many 
people in credit work were there 
because of previous training, or 
entered this field by their own initia- 
tive and outright choice, it would be 
my estimate that there are less than 
10 per cent. How then has man- 
agement built its credit depart- 
ments? To put it bluntly, I’d say 
through the back door method. 
Recognizing that to quite an extent 
the department and work in credit 
was a necessity, they picked indi- 
viduals who possibly, in their esti- 
mation, had congenial dispositions, a 
fair all-around knowledge of their 
business, persons who could work 
well with others, and gave them the 
jobs. In many cases, I'd say that 
no definite responsibilities were de- 
fined, nor were relationships in the 
management of credit outlined for 
them to follow. 


Therefore, it appears self-evident 
that those who were to rise in the 
eyes of their fellow credit men, and 
in recognition by their own man- 
agement, were those people who 
were able to define their responsi- 
bilities and determine their relation- 
ships in the management of credit, 
and to make known these facts and 
have them accepted by their own 
management and their associates in 
the credit field. 


What, then, are these responsibili- 
ties? The first major one, as I in- 
terpret it, can be put in these few 
words, “supervision of investment 
of company capital in accounts re- 
ceivable.” Why do I state this “in- 
vestment supervision of company 
capital in accounts receivable” as a 


y__————N 


by EMMETT BELOW 


Credit Manager 
MARATHON CORPORATION | 
Menasha, Wis. 
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major responsibility of credit man- 
agement? I believe the answer 
could well be put in this way. What 
assets of a tangible nature are most 
important to any business, and how 
liquid are they, and what do they 
mean in terms of ultimate profit? 
For the purpose of our discussion, I 
feel that we can eliminate the cash 
items, which are the result of liqui- 
dating the receivables. 


Would you say Inventories? 
These are made up for the purpose 
of being converted into accounts re- 
ceivable through’sales. All of the 
other physical assets of a business, 
its good will, are only of value if 
they can be managed to produce 
sales which go into accounts receiv- 
able that you must supervise to see 
that they result in the cash payment 
out of which the profits are realized 
and the cycles continued. All busi- 
nesses carry insurance to protect 
their physical assets. Their patents 
and copyrights and sales programs 
protect and develop their good will. 
Their advertising and sales promo- 
tional programs build sales that turn 
into receivables and, therefore, I say 
your responsibility is the supervision 
of your company’s investment in re- 
ceivables. This begins with how 
you sell, what you sell, and to whom 
you sell. Your responsibilities in 
the management of credit are pri- 
marily to determine to whom you 
sell. 


How Much Will You Sell? 


It is, therefore, self-evident that 
it should be your duty to determine 
the basic credit of the industries, or 
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the channels of distribution in which 
your company is interested. How do 
you go about discharging this re- 
sponsibility? You do it by studying 
as thoroughly as possible the trends 
of the industries or channels of dis- 
tribution that you wish to sell to de- 
termine what turnover on your capi- 
tal in receivables you can maintain 
based on general trade practices, and 
the inherent strength and stability 
of the industries. From these facts 
you then can determine how much 
capital is required to carry your 
sales in receivables and what protec- 
tion in the form of bad debt re- 
serves, etc., you will need. In dis- 
charging this responsibility, you 
should “be in a position to recom- 
mend to your management what will 
be required, and to prepare manage- 
ment to be able to adapt its finan- 
cial program accordingly. 

Within any given industry there 
are necessarily many classes of cus- 
tomers. You should be in a posi- 
tion to classify these customers on 
the basis of their ability to pay, and 
their ability to remain customers of 
yours through thick and thin. Then 
to retain the desired volume you 
have the responsibility of analyzing 
how low in credit standards you can 
safely go to meet your sales and 
production budgets and still main- 
tain the profit level your company 
requires. 

The final step in your responsi- 
bility in the supervision of your ac- 
counts receivable relates to the indi- 
vidual accounts. It is how you 
handle the individual accounts in 
keeping with your established poli- 
cies and programs that determines 
the final net results. The handling 
of individual accounts, because of 
the wide variation in types of peo- 
ple, the financial setups that they 
might have, etc., could be in itself a 
subject for a full discussion. 


We now move along to another 
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responsibility in the management of 
credit, and that is the protection of 
your company’s investment in ac- 
counts receivable. Assuming that 
you have done the best job possible 
in the supervision of receivables, 
then what do you do to protect this 
investment? Out in your plant you 
have sprinkler systems’ for protec- 
tion against fire. You have safety 
guards on your.machinery to pro- 
tect your workers, and even with all 
of these things that any company 
can do in this respect, they still buy 
insurance. 


Are Your Customers Profiting? 


Your responsibility in the protec- 
tion of your investment in accounts 
receivable rests, it seems to me, 
first of all on your relationship with 
your own sales organization and, 
secondly, with your customers. Do 
you know how good a sales job is 
being done to protect the customer’s 
interest in your products to the 
point where he wants to do business 
with you on a basis that will make 
him want to pay your bills on time? 
Ts your Production Department fur- 
nishing materials that, competitively 
speaking, are the best and are en- 
tirely satisfactory to your custom- 
ers? If these things are being done 
properly, then a further protection 
of your investment in -receivables 
can be had from proper handling of 
your accounts. By this I mean, is 
the correspondence from your de- 
partment of the best? Nothing is 
so close to a customer’s heart as his 
pocketbook and you can offend him 
greatly by ill-timed, rough or 
abusive correspondence. Here again 
the handling of customer relation- 
ships in the management of credit is 
a subject we can’t spend time on 
now. But taking into consideration 
these things, there is still a further 
method of protecting your invest- 
ment in accounts receivable, and 
_ that again is one plan followed in 
the protection of all your other 
assets of your business; namely, in- 
surance. 

Whether or not you purchase 
credit insurance, it is a responsibility 
of management in credit to deter- 
mine its value and to recommend or 
reject this protection. Because of 
the varied types of credit insurance, 
and because of many ways that it 
can be employed, it has value. We 
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will not discuss it other than to men- 
tion that it is a responsibility for 
your recommendation or rejection. 


Proper Management Necessary 


The third responsibility, as I see 
it, is the proper management of re- 
ceivables. I speak of. this from the 
standpoint of securing the proper 
turnover, from maintaining overdue 


‘accounts at the lowest point possible, 


and keeping losses at a figure that 
likewise are profitable taking into 
consideration your problems of dis- 
tribution, production, etc. Time 
could be spent on elaborating these 
points, but I believe they are sub- 
jects on which most credit men 
spend considerable time. In order 
to provide proper management of 
receivables, it is essential that proper 
records be kept, that these records 
be continuous over a_ sufficient 
period of time to make comparisons 
of value. Further, there should be 
modernization of your credit poli- 
cies and procedures to follow sales 
trends. Receivables cannot be prop- 
erly managed and the responsibility 
discharged unless your system of 
handling accounts receivable is the 
best that you can work out. Your 
files must be complete and up to 
date, and you should have reports 
established in such form that man- 
agement can be presented with 
proper facts, figures and trends, to 
enable them to make the proper de- 
cisions with your recommendations. 

The second point of our discus- 
sion is the relationship in the man- 
agement of credit. 


Relationship With Others 


Within the past few weeks I have 
had the privilege of visiting with 
several credit executives of large 
companies, the American Can Com- 
pany, the Continental Can Com- 
pany, and General Mills in Chicago 
the credit executives of Kimberly- 
Clark Corporation, and have carried 
on some correspondence with sev- 
eral others. In addition, I have been 
fortunate in being able to visit with 
Dan Rogers, vice-president of the 
Mercantile National Bank in Dallas; 
R. C. Wilson, vice-president of the 
First National Bank of Salt Lake 
City; A. F. Miche and Mr. Rogers 
of the Harris Bank in Chicago. I 
have, likewise, corresponded with 
several credit executives in the 


East. Out of all these discussions, 
and from the various exchanges of 
correspondence that I have had with 
men in the credit field who are 
actually on the firing line, so to 
speak, one general conclusion can be 
drawn that is of paramount im- 
ortance. That conclusion, which 


‘you will find re-emphasized in the 


writings and speeches of the execu- 
tive manager of the National As- 
sociation of Credit Men, Mr. Hei- 
mann, is essentially this! ,The 
healthy condition of our local and 
national economic life, and our 
ability to play our part in the inter- 
national picture is predicated upon 
the judicious use of credit. 

The most severe criticism that I 
heard of credit management in all 
phases of this activity was that its 
timing was exceedingly bad, and in 
most cases was a contributing fac- 
tor to the extreme peak of our in- 
flations and booms and a contribut- 
ing factor to the depths to which our 
depressions took us. This leads. me 
to believe that people who pass 
credits in various capacities and 
through various channels have per- 
mitted their credit judgment to be 
swayed by the optimism and the 
pessimism that are inherent in the 
sales world. To my way of think- 
ing, more thought and consideration 
should be given to this subject, and 
credit executives should be in a posi- 
tion to temper their decisions on 
what might be called a_ reverse 
English procedure. To put it brief- 
ly, when business is on an upward 
swing, sales, production, and in- 
vestment expanding and profits are 
moving upward, then credit execu- 
tives should be constricting their 
terms, calling for greater security, 
and doing everything in their power 
to level off any wild upsurge of a 
boom. 

On the other hand, a credit policy 
to be constructive should become 
more lenient when the bottom of 
the depression has been hit; then 
grant credit more freely to permit 
the development and expansion of 
industry and business generally. 
That to me has not been the general 
practice of credit executives. 


You Should Have Policy Plans 


I need not recite for you the his- 
tory of our economic life line, you 
have all seen charts picturing it, and 
the greatest criticism of credit ex- 
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ecutives is that they have generally 
followed these trends in passing 
credits. Now you ask, what has all 
of this to do with the relationship of 
the management of credit. First of 
all, in your relationship to manage- 
ment, to me it is your duty to have 
so studied the economic trend so 
that you can incorporate your ideas 
into a policy for your company’s 
management of your own credit so 
that this policy can be sold to your 
management and adopted by them 
in their conduct of their business. 
No matter how low your losses may 
be currently, or how fast your re- 
ceivables are turning, or how low 
your days-sales-outstanding in re- 
ceivables are, unless your relation- 
ship to your management is such 
that you have an agreed upon and 
well thought out credit policy vou 
have failed in the most important 
field of your work. It has to be a 
long range policy to prevent your 
slipping away from it during periods 
of stress, and in many cases it is 
difficult to recover this lost ground. 

The relationship of credit man- 
agement to sales is, to put it briefly, 
to permit and encourage the sale of 
your products in keeping with your 
company policies to all customers 
desired by the sales department 
within their abilities to conform to 
your credit policies. We call this 
selective selling. Your relationships 
with your sales departments should 
be so close that you are invited by 
your salesmen to spend time with 
them in the field to attend their sales 
meetings to learn of their plans and 
programs, and you in turn con- 
tribute all you can to the buildup 
of the good will of your company 
through the manner in which you 
handle your credit relationships with 
vour customers. 


Relationship to Production 


Another important relationship of 
the management of credit is to your 
Production Department, and if you 
are a wholesaler it is to your sup- 
pliers for they in turn are your Pro- 
duction Department. Whether or 
not we realize it, more importance 
is being placed on the well-being of 
our factory workers and production 
people as time goes on. Your man- 
agement of credit should be such 
that you can contribute to a steady 
and sound production program. You 
will have to help them in attempting 


to level out peakloads, to promote 
steady, regular employment. This 
is especially true with companies 
having a highly seasonal type of 
business. To work out programs for 
advanced production and ways and 
means of extending credit to han- 
dle this type of business. You will 
earn the everlasting gratitude of 
your Production Department and 
the people in your plant if you can 
make their job more lucrative. Need 
I say that one industry with which 
I am acquainted reached their peak 
shortly before Christmas and each 
year had a wholesale layoff at that 
time which wasn’t too well liked or 
appreciated by its employees. Steady 
employment and steady production 
in turn establish stability in the gen- 
eral credit picture. 


Relationship to Profession 


The relationship of credit man- 
agement should likewise extend out 
of your own sphere of your own 
company’s interests and sales, to 
those of your competitors and to 
allied people selling in the same 
field. I cannot see how a thorough 
job could be done without proper 
respect for and knowledge of the 
thinking of allied people supplying 
your customers with other products. 
How frequently do you correspond 
with them, how often do you visit 
other credit executives in their own 
offices where in 99 cases out of 100 
you will be received graciously, 
courteously and with a willingness 
to spend time in discussing credit 
and business problems with you. 
Much can be learned from the ex- 
perienced men in the field. To do 
a good job in credit management, 
this relationship with your competi- 
tors and with allied people is a defi- 
nite “must.” 


Let us not forget the relationship - 


of credit management to its own 
profession, to the credit Associations 
in which you have membership or 
interest. Through the facilities of 
your professional group, and your 
Association, you can learn and, like- 
wise, contribute much of. value in 
the administration of credit. These 
vehicles become your means of ex- 
pression, your speakers for your 
thoughts and policies, and in addi- 
tion offer the mechanics for many 
other services you require such as 
collection services, legislative work, 
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investigation work, etc. It is essen- 
tial, therefore, that your relation- 
ships should provide an intelligent 
approach to your mutual interests. 

Then, too, there is a direct rela- 
tionship in the management of 
credit to the customers of your com- 
pany. Have you created confidence 
in them to the extent that they can 
come to you with their problems, 
that they are willing to submit to 
you their profit and loss statements 
and balance sheets? Do you know 
enough about their businesses to 
offer valuable criticism? Or, are 
you only concerned with how fast 
they can pay your bills and- not 
how much they can buy from ‘you 
or .how you can increase their pur- 
chasing level ? 

And, finally, what is the relation- 
ship in the management of credit 
to your own department?—and to 
yourself? Are you so conducting 
your own work in the administra- 
tion of credit so as to offer oppor- 
tunities for others in your depart- 
ment? Have you established such 
a relationship that sales or produc- 
tion may come to you and ask if 
you have individuals in credit work 
who may move into other. jobs and 
do them well because of the experi- 
ence they have received in your de- 
partment? Are you preparing -your- 
self for more responsibility within 
your own organization, and have 
you so done your job that your 
opinions are sought and respected 
with reference to company policies? 
Are you satisfied with the earning 
capacities of individuals in your de- 
partment and with yourself? We 
will not discuss these points further 
other than to say that in order to 
make progress continuous apprecia- 
tion should be given to them. 

The conclusion that I reach seems 
to me to be very apparent, and it is 
simply this. That if we can define 
our responsibilities and determine 
our relationships in the management 
of credit, then we who are active 
in the credit field will have a foun- 
dation on which we can assist our 
company to contribute more profit- 
ably to the well-being of our eco- 
nomic life. You can take an impor- 
tant role in this job. Are you will- 
ing to accept the challenge of these 
responsibilities and relationships? 
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CONSIGNMENT CONTRACTS 


Legal Aspects of this Type of Secured Sales 


The consignment form of 
transaction, if properly drawn 

w& and if properly carried out, 

makes an excellent vehicle by 
which a manufacturer or wholesale 
jobber can with considerable safety 
place stocks of merchandise with 
distributors. Because a distributor 
usually needs to carry comparatively 
large quantities of stock on hand, 
only well-financed institutions can 
purchase such stocks outright. 
Therefore the manufacturer by the 
consignment contract makes an 
agent of his distributor (who may 
in every other way be highly desir- 
able), retains title to the merchan- 
dise while in the hands of the dis- 
tributor, and may remove it at any 
time if he becomes anxious about 
the distributor’s solvency. 

If the distributor truly stands in 
relation of agent for the manufac- 
turer it is clear that title does not 
vest in him. It never leaves the 
consignor as long as the merchan- 
dise remains with the consignee. 
The title-retention feature of a 
consignment may make it seem a 
conditional sale. But while the 
title-retention feature is common 
to both the conditional sale and 
consignment, it must be remembered 
the purposes of these two transac- 
tions are entirely different. 

Under a consignment undertak- 
ing the consignee sells the goods 
to third persons. A vendee under 
a conditional sale cannot ordinarily 
sell until he has paid for the article 
or goods. In the case of consign- 
ment the purchaser’s title cannot be 
denied; it passes to him from the 
manufacturer when the sale is made 
by the distributor. Recording the 
consignment contract makes no dif- 
ference; the consignor has no right 
to possession of the merchandise 
once it has been sold to a third 
person. 
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by CARL B. EVERBERG 
LL. B., LL. M. 


Special Writer 
on the Laws of Trade 


_—___ __ ____¢ 


Two Points to Be Secured 


When a manufacturer creates a 
distributor he would like to be se- 
cure on 2 points: (1) he wants to 
be able to pull out his merchandise 
if the consignee is in a failing con- 
dition, and (2) he would also like 
to have a prior claim against any 


other creditor of, or trustee in bank- 


ruptcy for, the distributor, for any 
money paid to him for sales made 
out of the stock. 

To effect a contract which will 
accomplish these 2 results is some- 
what difficult from a_ practicable 
standpoint. It may be_ simple 
enough to draw an “airtight” con- 
tract which will virtually subject 
the distributor to criminal prosecu- 
tion upon default, but few distribu- 
tors will sign up such an agreement. 
On the other hand too many con- 
tracts in the past have by their very 
terms negatived the agency relation- 
ship. Though labelled “consign- 
ment contract” a contract may fall 
far short of actually creating an 
agency (or trust). 

A good consignment contract 
operates according to the following 
illustration. A, the manufacturer, 
ships to and places with B, a dis- 
tributor, a quantity of iron pipe. 
He empowers B to sell the pipe 
and transmit title to it to all pur- 
chasers. Title does not pass from 
B to the customers (for he has no 
title) but from the manufacturer 
to the purchaser. The purchaser 
pays the money to B however, and 


often he is entirely ignorant of the 


consignment relation between A and 


B. If B should suddenly be forced 
into bankruptcy A will have right 
to the possession of any unsold iron 
pipe (although he would in all 
events need to file a reclamation 
proceeding to obtain permission 
from court to remove); he would 
likewise have the right to claim the 
full amount of his claim for any 
of the goods sold before any dis- 
tribution to general creditors. But 
only a “good” contract will effect 
such benefits. What constitutes the 
elements of such a consignment 
contract ? 


These Provisions Are Not Safe 


It is sometimes striking to state 
a proposition negatively first, i. e. 
what a certain thing is not. And 
on this subject we will resort to 
that form of expression and show 
provisions which are not safe in a 
consignment contract. Many con- 
signment contracts have failed on 
these points when they have been 
scrutinized by the courts. 

First then, the parties should not 
be described as “seller” and “buy- 
er.” The use of these terms im- 
plies a creditor and debtor relation- 
ship and therefore destroys one of 
agency. 

Secondly, the agreement should 
avoid any provision for invoicing 
the goods which have been sold, to 
the consignee. This again implies a 
creditor and debtor relationship and 
certainly voids any priority which 
the consignor may wish to preserve 
against the funds representing the 
sales of any of the merchandise. 
But it may also detrimentally affect 
the consignor’s chief objective—to 
take possession of the merchandise 
on hand in the event an issue arises 
between the consignor and creditors 
or a trustee in bankruptcy for the 
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Whether your business dealings are in the 
Middle East or in any other part of the world, 
the Chase National Bank can be of: material 
assistance to you. 

Its overseas branches and correspondent banks 
cover the world and these facilities not only 
enable the Chase to effect collections promptly 
and finance imports, but also check credit 
tatings of foreign firms and gather up-to-date 
information which companies developing over- 





seas business can often translate into new and 
sound relationships. And, since Chase Foreign 
Department officers are constantly in touch with 
overseas sources, they are also able to provide 
current information on trade regulations 
abroad. . 

Why not confer with a Chase Foreign Depart- 
ment officer regarding foreign trade oppor- 
tunities—now? He may be able to outline services 


of unusual value to you. 


You are invited to send for our Folder ‘‘Import and Exchange Regulations of the principal countries of the World.”" 


THE CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 


HEAD OFFICE: Pine Street corner of Nassau 


Member Federal Deposit Insurance Corporation 


LONDON—6 Lombard Street + 51 Berkeley Square e Bush House, Aldwych 


Havana ¢« SanJuan « Panama e« Colon e Cristoba! 
THE CHASE BANK: Paris « 
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Balboa « Offices of Representatives: Mexico, D.F, « Bombay 
Shanghai e« HongKong e Tientsin 
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consignee, over the right to the 
assets. 


Next, the agreement should not 
state any terms of payment for the 
goods sold. This kind of provision 
likewise establishes a creditor and 
debtor relationship, certainly as to 
the funds received by the consignee 
for sales out of the stock if not as 
to the merchandise on hand itself. 
The consignor is therefore in no 
better position.than any other cred- 
itor as to such funds and would 
have to share pro rata with such 
other creditors in any insolvency 
proceeding. 

In short there should be no 
promise or obligation on the part 
of the consignee to pay for the 
goods. His responsibility to ac- 
count for the moneys received from 
the sales of merchandise amounts 
practically to a fiduciary one. 


What Must Be Covered 


Having made a few cautionary 
remarks about avoiding the prin- 
cipal pitfalls in drafting a consign- 
ment contract we now approach 
the subject from the affirmative 
side—what things a prudent con- 
signor should provide for. 


It may be said here that the in- 
terpretation of consignment con- 
tracts has always been a vexatious 
problem for the courts. The so- 
called consignment agreements fre- 
quently bear such a close resem- 
blance to other forms of contracts, 
i. e. ordinary sales or conditional 
sales, that a clear distinction cannot 
be made. For this reason we are 
inclined to keep safely on the side 
of a pure agency. But counsel who 
have to draw these contracts to fit 
them into existing conditions, the 
temperaments and resistance of cus- 


tomers, must vary or stretch them © 


as far as they dare, bearing in mind 
the hazards of straying too far 
from the agency structure. 

The tight agreement would pro- 
vide that A (consignor in this illus- 
tration) was to ship and deliver to 
B (consignee) certain machinery, 
merchandise, and that B was to re- 
ceive and store the articles. Further, 
B would agree to ship and deliver 
any of the said merchandise to par- 
ties whom A from time to tiie 
would designate. As to compensa- 
tion A would agree to pay a fixed 
‘compensation for his services for 
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storing, handling and transferring 
the goods. B would also agree that 
he would at all times hold the un- 
sold goods subject to the order 
of A. 


Now such an agreement would 
undoubtedly be held a pure agency 
contract and up to a point would 
serve very well. But a manufac- 
turer wants a distributor to find 
customers. Hence we will have to 
cover this contingency a little dif- 
ferently. To expand the agreement 
A would agree that B might sell 
machines from the stock at prices 
either agreeable to both or at such 
prices as B might fix, but that B 
would account to A, as the latter’s 
agent, for the proceeds of the sales 
at certain stipulated prices estab- 
lished by A to B. It might be 
agreed that B retains the difference 
between such stipulated prices and 
the selling price at which B would 
dispose of the merchandise, to com- 
pensate him for storage, commis- 
sion and expenses. Futhermore B 
would agree to keep such money in 
a separate account designated in 
some manner as an agericy or trus- 
tee account, and he would also agree 
not to mingle his own money with 
such money belonging to A. 


Segregation of Merchandise 


A consignor should insist that the 
merchandise consigned be segre- 
gated from the consignee’s own 
property, or that it be clearly 
marked with signs indicating it to 
be the property of the consignor. 
This precaution is frequently ig- 
nored because of the unwillingness 
of consignees generally to show 
lack of. ownership in any of the 
stock of merchandise on display. 
But there is no other way of suc- 
cessfully maintaining the right to 
the merchandise against creditors 
in the case of insolvency or seizure 
on attachment or execution. This 
is because the law: abhors secret 
liens and requires notice in some 
form, either on public records or 
by marking, segregation and the 
like. 


Not many states require the re- 
cording of consignment contracts 


_or marking the merchandise as the 


property of consignor. This is un- 
doubtedly because purchasers of 
consigned merchandise do not need 
protection because by the very na- 


‘creditors of the consignee. 


ture of the consignment. contract 
the consignee is empowered to pass 
title direct from consignor to the:n- 
selves. The only persons therefore 
to dispute the consignor’s title cre 
They 
may extend credit in ignorance of 
the title-retention contract and 
therefore they, or a trustee in bank- 
ruptcy (who stands in the relation 
of creditors) may claim the prop- 
erty because in absence of notice 
(segregation, marking or record- 
ing) both consignor and consignee 
shout, in effect, that the merchan- 
dise is the property of consignee. 


Some States Require Filing 


Nevertheless the statutes of the 
state of Wisconsin require that a 
consignment contract be filed like 
a conditional sale in the office of 
the register of deeds of the county 
in which the goods are first kept. 
If the contract is not so filed the 
title of the goods, wares and mer- 
chandise is deemed to be in the 
consignee. Furthermore, invoices 
of additional merchandise under 
such agreement, referring to the 
original filing by date and number 
must also be filed in the same office. 

Wisconsin Statutes 1943, 241.26 

And to a similar effect in South 
Carolina see S. C. Code, 1942, 
Sec. 7047. 

In Arizona, Mississippi, Virginia, 
West Virginia, any person trans- 
acting business as a trader or mer- 
chant with the addition of the words 


‘ “factor,” “agent,” “& Company” 


or “& Co.”; or who conducts busi- 
ness under any name or style other 
than his own (except in case of a 
corporation) must disclose the 
name of the principal or partner 
by a sign placed conspicuously at 
the place wherein such business is 
conducted. Otherwise the property 
is liable to the creditors of such 
trader. 


...1939 58-201 
1942 273 


Arizona Code 
Miss. Code 
General Statutes, 

Wa eas ows COE 1943 59-89 
Va. Code 5224 
W. Va. Code ... 4654 


It is recommended that counsel 
check current legislation in other 
states from time to time affecting 
these contracts. . 
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Going down, please. 

What is this? Is everything done 
a-ready? 

Yes, everything’s done. 

A day’s work finished at quitting 
time is proof of a business on even 
keel. Overtime is wasteful. 

Can the planned business form cut 
down this extra-hour extra-expense? 
Thousands of firms that use Moore 
Business Forms say that it can. 


The Moore representative, invited 
in for quotation, asks, Is this form 
necessary? Can it be combined with 
another? Is information listed in se- 
quence? Can the reverse side of the 
page be utilized? Is the weight of 
paper economical? Correct answers 
may save thousands of dollars for 
your clients. 

Moore Business Forms, Inc., com- 
prises a group of firms long under 


AMERICAN SALES BOOK CO., INC., NIAGARA FALLS; ELMIRA, Nv. Y. 
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Moore ownership, now also under 
the Moore name. An unequaled ex- 
perience in all phases of American 
business is at your service. For in- 
formation, get in touch with the 
headquarters of the nearest Moore 
division, as listed below, or its local 
office. Moore stands ready to sup- 
ply everything from a simple sales 
book to the most intricate multiple- 


copy form. 


PACIFIC MANIFOLDING BOOK CO., INC., EMERYVILLE; LOS ANGELES, CALIF. 
GILMAN FANFOLD CORP., NIAGARA FALLS, N. Y. 

COSBY-WIRTH MANIFOLD BOOK CO., MINNEAPOLIS, MINN. 

MOORE RESEARCH & SERVICE CO., INC., NIAGARA FALLS, N. Y. 

SOUTHERN BUSINESS SYSTEMS, INC., ORLANDO, FLA. 

MOORE BUSINESS FORMS, INC. (New Southern Div.), DALLAS, TEX.; ATLANTA, GA. 
in Canada— Moore Business Forms, Ltd., succeeding Burt Business Forms, Ltd., Toronto; 


Western Sales Book Co., Ltd., Winnipeg and Vancouver; 
National Sales Check Bock Co., Ltd., Montreal 


MOORE BUSINESS FORMS, inc. 


ADV. BY H.W. AYER 
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Factoring transactions are essen- 
tially consignments (in those cases 
where shipments are made to the 
factor) because the factors are ap- 
pointed selling agents under the 
agreements. But there arises a 
considerable distinction in the na- 
ture of a factoring contract and 
the ordinary consignment because 
generally the factor loans or ad- 
vances money to the consignor on 
the merchandise and undertakes to 
guarantee the accounts arising from 
the sales of the consigned merchan- 
dise. Thus the merchandise is sub- 


ject to the lien of the factor, and . 


the factor also has the right to all 
proceeds of sales (subject only to 
his obligation to the consignor for 
any balance after repayment of 
loan, interest on the loan and com- 
missions for sales). 


Consignments To Factors 


The factoring contract therefore 
reflects another distinction from the 
ordinary consignment contract in 
the fact that the factor frequently 
is more liquid than the consignor. 
Manufacturers who are pressed for 
working capital therefore often re- 
sort to factoring their merchandise. 

Factoring transactions have un- 
dergone some changes through the 
years. Shipments are not always 
consigned to the factor. Factors 
have become financing institutions 
for manufacturers and loan them 
money. For security they take 
“pledges” of specific merchandise 
though the merchandise need not 
come into their possession. Various 
states have passed legislation, some- 
what uniform in scope, giving fac- 
tors a lien though they do not take 


possession, provided certain notice’ 


of the transaction be filed in the 
recording offices. What the require- 
ments are will not be stated further 
here because this article is not writ- 
ten from the viewpoint of the factor 
and his protection, but from the 
manufacturer’s standpoint. Any 
counsel can thumb the index of the 
statutes of any state to ascertain 
whether any statute of this nature 
exists and what a factor must do 
to secure himself under it. 


What The Courts Say on 
“Consignments” 


In 41 Atl. 552 (Conn.)—A (con- 
signor) and B (consignee) entered 
into an agreement whereby B was 
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to sell goods such as he might 
select, for A on consignment, for 
atrial period of 1 month. B was 
to make an accounting each week 
for all the goods sold by him, for 
A, at prices designated by A. At 
the expiration of the one month 
there was to be a final settlement 
at which time B was to receive a 
commission of 15% on the prices 
given him by A, for his services. 
Certain shipments were accordingly 
made to B, all transportation 
charges paid by B, and they were 
placed in his store. With a few 
exceptions they were put in a place 
separate and apart from his own 
merchandise. The tickets placed on 
the merchandise by A were not re- 
moved. The account was designated 
a “consignment.” 


The court in this case held that 
it was clear that the agreement was 
made with the intention that the 
title should not pass at any time or 
under any conditions, to B. It was 
clear, on the other hand, that B was 
acting as agent for A. It was fur- 
ther held that the transaction was 
a consignment and the fact that B 
would sell at any price he chose 
above that which he was to account 
to A did not alter its agency and 
consignment nature. 


In 40 Atl. 1056 (Conn.) by the 
terms of an agreement A was to 
deliver grain to B. It was to re- 
main the property of A but B was 
to grind it and sell it to whomsoever 
he saw fit and for such price, on 
such terms and in such quantities 
as he saw fit. He was responsible 
only for what he sold and then only 
to the extent of the price per bushel 
fixed by the contract. The court 
said that if he sold at a profit the 
gain was his; if he sold at a loss 
the loss was also his. Therefore 
the contract was one of consign- 
ment and not sale. | 

In 163 Pac. 212 (Cal.) A de- 
livered an automobile to B under 
the terms of a contract whereby B 
was to hold it on consignment and 
when the automobile was sold he 
was to forward to A the sum of 
$1500. The court held that this 
simple contract constituted B an 
agent to sell an automobile for A. 
The court put it that A entrusted 
the property with B as agent for 
the purpose of sale. While the 
counsel for B argued that the trans- 


action amounted to a sale the court 
replied that under no possible in- 
terpretation of the contract could 
B be charged as purchaser of the 
car. 

In 2 Fed. (2nd) 378 (Ill.) an 
agreement stipulated that A was to 
ship to B rubber-covered code 
wires, lamp cord and _ telephone 
wires as was necessary in the judg- 
ment of A, to adequately care for 
the requirements of B. The wire 
was to be stored and insured at the 
expense of B. Not later than the 


* lst of each month B was to make 


a report of all sales since the date 
of the last report. Material sold 
from the “consigned” stock was to 
be billed at prices in effect at the 
date of sale. Terms were stated as 
1%-10, net 60 days. The contract 
stated that the wire was to remain 
the property of A until reported as 
sold and actually “invoiced” to the 
buyer. A had the right to remove 
the consigned stock if A had reason 
to question the financial ability of 
B or in the event that B failed to 
remit promptly. The contract re- 
peatedly referred to the parties as 
“seller” and “buyer.” 


Not an Agency Contract 


The court held that this contract 
did not purport to appoint B an 
agent. The fact that the contract 
used terms such as “consigned 
stock” did not in truth make the 
transaction a consignment. No 
provision was made to the effect 
that the proceeds of sales should 
be kept separate. The provision for 
terms of payment further evidenced 
a creditor and debtor relationship. 
The court denied reclamation of 
the wire to A as against the trustee 
in bankruptcy for B. 


In 131 S. E. 65 (Ga.) an oral 
arrangement existed whereby A 
was to ship goods to B with the 
understanding that B was not to 
pay for them unless they were sold 
and further that such goods as re- 
mained unsold were to be returned 
to A. No time of payment was 
mentioned. -B attempted to return 
much of the merchandise in the 
original packages but A _ refused 
to accept it. The court held it 
amounted to a tender and refusal 
and that B was not further obli- 
gated to pay for it or go further 
with any effort to return it. In 
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What's happened to that 
home of yours? 
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It’s gone sky-high in value, along with the furnishings 
init. Business and industrial properties are’way up too! 

Have your Fire Insurance and Extended Coverage 
kept pace? Better check up now—with an eye on 
today’s insurable values. Make sure your home —and 
its contents—are adequately protected. 





Maybe fire insurance costs too little 


If the cost of Fire Insurance were higher, 

you'd probably pay more attention to it. Few 

realize how much value you get today for 

your premium dollar . . . how broad the pro- 

tection is under today’s policies, although 
, the cost of Fire Insurance has declined! 


Successful “business”’ trip 


Burglary is his business . . . and he 
may call at your house next. Be 





ready! Hartford Residence and Let him assist you balance the scales! 

: Outside Theft Insurance protects — 

| all members of your family living Your Hartford agent or your insurance broker 
in your house, covers property at can help you balance your protection against 

home or when traveling in the present-day property values. He will be glad 

Western Hemisphere. to advise you—call or see him today. 

1 look out } a ‘ ; 

; |)... it may be a booby trap! 

t Doo’t take chances with that C ( n U rd n 

| 





hari to replace car. Handle it 
with care! And be sure you're 
covered by broad, modern auto- 
mob:le insurance protection! 


ga | Hartford Fire Insurance Company . Hartford Accident and Indemnity Company 
Hartford Live Stock Insurance Company 


Writing practically all forms of insurance except personal life insurance . Hartford 15, Conn 
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other words it was an agency ar- 
rangement. 

In another Ga. case (30 S. E. 
863) the court refused to hold a 
certain agreement a consignment. 
In that case though shipments pur- 
ported be under a “consignment” 
contract, yet B was bound to remit 
to A the full price of the consign- 
ment (without regard to payments 
made to B by his customers or the 
terms upon which he sold to such 
customers ), each 60 days. The court 
facetiously commented on the fact 
that A was trying to ‘run with the 
hare or hold with the hounds’ ac- 
cording as its interests might dic- 
tate. It further said that whether 
B sold the goods or not he was 
liable for them. Clearly this pro- 
vision negatived the consignment 
feature of the contract and the 
parties were no more nor less than 
vendor and vendee in relation to 
each other. The court held where 
B had made an assignment for the 
benefit of creditors the assets in 
question passed to the assignee and 
A had no claim to them. 

In 37 N. E. 137 (Ind.) A agreed 
to “consign” to B as “agent” explo- 
sive powder. B was to sell the 
powder and A was to establish the 
prices below which B was not to 
sell the merchandise. B was allowed 
a commission for selling the goods 
but B was also to guarantee all 
sales made by him. B was to make 
a true and correct report to A of 
all sales at the end of 60 days and 
to pay for the same less the stated 
commissions. 


The court held against the argu- 
ment of counsel for A that the 
funds arising out of the sales of 
the powder did not become a trust 
fund and that by the very terms of 
the contract, the money vested in B 
and it passed to the receiver who 
happened to be appointed for B. 


Agency Relationship Imperative 


These cases have been cited to 
show how essential it is to maintain 
a principal and agent relation not 
only with respect to the agreement 
itself but in the operation of it. As 
soon as consignor attempts to mix 
up a debt from the consignee to the 
consignor instead of duty of ac- 
counting for money belonging to 
the consignor, the consignor doesn’t 
have the security he was counting 
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on. We stress this point consider- 
ably because the author has seen in 
many bankruptcy cases where con- 
signors have been sadder but wiser 
because their agreements contained 
these flaws. 

The consignment form of con- 
tract should become a uséful ex- 
pedient in this postwar era of pro- 
duction and distribution expansion. 
Business executives and credit men 
should, of course, not be charged 
with the responsibility of drawing 
these agreements from the legal 
side (because this is a job for law- 
yers) but they can inquire into their 
applicability to the business at hand. 


Manufacturers of iron and steel 
pipe, conduits, wire, food products, 
plumbing supplies and others used 
them to excellent advantage in the 
prewar period. At present coal 
operators frequently ship vessel lots 
of coal to waterfront docks on con- 
signment. This practice enables 


the operator to place a large amount © 


of coal at one time to a consignee 
who might not have the financial 
responsibility to buy such quantity 
on the usual credit terms. 


The Consignor’s Remedies 


Ordinarily the consignor should, 
if he is fearful at any time of the 
consignee’s financial responsibility, 
make a prompt request (in accord- 
ance with any provision for notice 
of termination of the agreement) 
for an accounting and return of any 
merchandise on hand. If such a 
settlement can be arranged peace- 
ably and the consignee complies with 
such request the consignor comes 
out quite well. And it may be noted 
here that in the event any action is 
contemplated to hold the consignee 
liable in a legal proceeding a de- 
mand should first be made. If the 
consignee has become financially 
distressed to any serious degree and 
has perhaps, contrary to the pro- 
visions of the agreement, mingled 
the consignor’s funds with his own, 
there may be trouble ahead. 


If action by way of court pro- 
ceedings is necessary the consignor 
must call in legal counsel. The pro- 
cedure to compel an accounting by 
an agent for property and money 
may vary according to states. It 
may be said generally that actions 
at law (i. e. conversion or money 
suit) may be the proper remedy 


and yet a bill in equity might be 
appropriate according to the stzte 
in question, and according to the 
terms of the agreement. Replevin 
(or detinue in a few states) should 
always be used to obtain possession 
of merchandise where legal action 
has become necessary. In all these 
actions the consignee has the right 
to assert a counterclaim by way of 
claim for services, etc. or set-off, 
He may also interpose any other 
defense such as ratification of his 
acts by the consignor. If a con- 


signee has gone into bankruptcy the 
consignor’s claim should be dealt 
with by proper petition, i. e. reclam- 
ation for the merchandise. For any 
funds belonging to the consignor, 
claim for priority is to be filed. 


House Group Turns 
Down Lemke Proposal 
to Aid Farmer Debtors 


Washington: The Committee on 
the Judiciary of the House of Rep- 
resentatives has reported a bill to 
continue Section 75 of the Chandler 
Act for a period of one year. This 


section is the one which provides: 


for arrangements for agricultural 
debtors. The House Committee 
after a lengthy hearing declined to 
endorse a proposal by Congressman 
Lemke for a further liberalization 
of this section on arrangements for 
farmer debtors. At this hearing, 
Peter B. Olny, Chairman of the Na- 
tional Bankruptcy Conference, sug- 
gested that the Conference would be 
prepared to present a suggested sub- 
stitute for Section 75 within six 
months. 

A number of objections to the 
Lemke Bill were presented. Among 
those who spoke against the Bill 
were representatives of the Life In- 
surance, Association representing 
about 90% of the Life Insurance 
Companies. These companies hold 
large investments in farm mott- 
gages. It was pointed out that the 
proposed Lemke Bill would make it 
practically impossible to purchase 
farm mortgages in the future as 
the debtor would have too many 
legal loopholes. 
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i | To assist agents of the Royal-Liverpool 
AUTO PLAN ae “ Group to publicize and popularize this plan, © 3 
, and thereby to write a maximum volume of — 
Automobile premiums, we have made availab a 
to them the sales kit here shown, which makes" 
possible an effective, sustained campaign. 


<T_ Display poster for wall or window use 
«2 Easel-back counter display card 


<3 Reduced reproduction of poster for 
mailing enclosure 


<4 Direct mail sales folder 


<3 Special sales folder for cooperating 
banks 


<6 Policy tab 
<7 Blotter 
<8 Identification card 


A request addressed to our Publicity Depart- 
mént will bring you a complimentary copy of this 
sales kit — one of our Group’s many production 
aids on various coverages. 
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"Fire and Casualty Companies of the = 


- LIVERPOOL GROUP 


STAAL FIFTY WILLIAM STREET, NEW YORK. 8 -N_Y:. 


oe iN INSUR bbs ( se ANY + BRITISH & FOREIGN MARINE INSURANCE COMPANY, LTD. «© CAPITAL FIRE INSURANCE COMPANY OF CALIFORNIA. - a a LIVER? 
3h INSURAN CO . He bei & MERSEY MARINE INSUR ae COMPANY, LTD. .«+ QUEEN INSURANCE COMPANY OF AMERICA + THE NEWARK FIRE INSURAN : 
ERAL UNION INSI r ne ! i NY +» ROYAL INSURANCE COMPANY, LTD. +- THE SEABOARD INSURANCE COMPANY + STAR INSURANCE COMP rn OF AMERI 

\ tI , INITY COMPANY... - GLO “ INDEMNITY COMPANY + ROYAL INDEMNITY COMPANY 
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IS TIME CREDIT A VILLAIN? 


Points Cited in Favor of Installment Sales 


about selling on time! What 

horrible examples have been 

set before us of the high- 
powered salesman, the susceptible 
lady-of-the-house, the ambitious 
Joneses who try to keep up with the 
Browns or who just try to keep up 
far beyond their ability to pay! 
And how these horrible examples 
have been tooted, blared, drummed 
and preached up and down the 
countryside, in the classrooms, from 
the pulpits and in newspapers and 
magazines. Why, we had to have 
Credit Regulation W to protect us 
not only from inflation, but from 
ourselves. 

What childish nonsense it is. And 
credit men should be the first to re- 
sent the exaggerations implicit in 
many of these accounts. For, ff the 
stories were true to any great ex- 
tent, then the credit man—the first 
line of defense against the abuse of 
credit—would be found A. W. O. L. 
and should be shot against the wall. 

Fortunately for society and for 
the good of our American people, 
the credit man has been doing a 
magnificent job. Sensibly, prac- 
tically and with amazing skill he 
has limited the cases of abuses of 
credit to such a small percentage 
that one begins to wonder, “What's 
all the shootin’ fer?” Who wants to 
do what under the camouflage of 
protecting the American public? 
Protection has been afforded— 
brilliantly so—by credit men for 
decades past. But the credit man’s 
story is given no publicity, no fan- 
fares, no applause. It’s about time 
for somebody to blow the bugle. 


$8 out of $10,000 


Take department store credit 
men. According to data published 
by the National Retail Dry Goods 
Association for the year 1941, 


- What a to-do there has been 
Mu 
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Lecturer and Writer on 
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charge account sales amounted to 
44 per cent of the total. Less than 
one-fifth of 1 per cent of these 
charged dollars became “bad debts.” 
In terms of total volume of cash and 
credit sales, the credit man sized up 
the customer’s ability and willing- 
ness to pay so well that charge ac- 
count losses in department stores 
were only about $8 on every ten 
thousand .dollars worth of goods 
sold. 


Buy More in Prosperity 


Nineteen hundred thirty-eight was 
a troublesome year in the auto- 
mobile finance business. The “Re- 
cession” took its toll of the Ameri- 
can public’s hopes and ambitions. 
Yet even so, sales finance company 
credit men were able to judge long 
term credit commitments so 
shrewdly that only a little over six 
new cars in a hundred sold on time 
had to be repossessed. On used 
cars, the credit man’s score was not 
so good for that year, however. 
Over 19 used cars out of a hundred 
financed were reported to have been 
repossessed. But 1938 was a tough 
year for people with small incomes, 
as were 1931 and 1932 when repos- 
sessions of all cars, new and used, 
ran 8.5 and 10.4 per cent according 
to data published by the National 
Association of ‘Sales Finance Com- 
panies. In other, more normal 
years of business activity, less than 
six out of a hundred new and used 
cars sold on time were repossessed. 


The American public as well as 
the credit men “roll with the 


punch.” Rolf Nugent, in his book 
“Consumer Credit and Economic 
Stability” shows many figures and 
tables demonstrating that, in a 
downward business cycle, the 
American becomes cautious and 
buys less on credit than he does in 
prosperous times. 

The American Bankers Associa- 
tion has been gathering data since 
1941 which illustrates the ability of 
Americans to adapt themselves to 
circumstances. In 1945 borrowers 
met the monthly due dates of their 
personal loans far more promptly 
than they did in 1941. In Septem- 
ber, 1945, for example, borrowers 
who failed to make payment within 
four days from due date amounted 
to only 79 per cent of the tardy ones 
in this classification in September, 
1941. The total number of delin- 
quents in all classifications were 
well below 1941. Americans had 
steady employment in 1945—and 
good pay. They made the most of 
those conditions — met their credit 
obligations more promptly. 


Sacrifices to Make Prompt 
Payments? 


Do Americans deny themselves 
the right amount of food, clothing, 
education or other desirables to 
meet the monthly payment on time? 

Many teachers as well as others 
feel that they do. And that credit 
is a bad thing for that reason. If 
it were true that efforts to make 
prompt payments resulted in mal- 
nutrition, ill-health or ignorance to 
any great extent, then the teachers 
have a case which the credit man 
must carefully consider. 


But no one knows. Although 
teachers will cite one horrible ex- 
ample after another of “over-bor- 
rowing” or “over-buying on credit,” 
no one has searched methodically 
and comprehensively for data to 
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answer the question. Surface indi- 
cations such as the figures of the 
National Retail Dry Goods Associa- 
tion and the American Bankers As- 
sociation make one feel that, by and 
large, the credit man is doing a very 
nice job of fitting the allowable 
credit to the purchaser’s income. My 
guess is that the great majority of 
Americans who have bought on time 
have improved their standards of 
living without undue sacrifice of 
nutrition or clothing. But many a 
teacher is convinced of the contrary 
and will not accept delinquency per- 
centages or bad debt ratios as proof 
that all is well. The teacher judges 
by a few bad examples which have 
come to her attention, mistakes 
which the credit man ‘has made. 
Which of us is right? 


De We Know the Pacts 


Until a survey has been made of 
the spending habits of our people, 
matched against their income — a 
survey which reaches into agricul- 
tural, urban and industrial com- 
munities—a survey which tells me 
what the American family spends 
on food and clothing while it meets 
its credit obligations promptly, I 
shall feel that I stand on firmer 
factual ground than the teacher 
whose point of view is so limited 
that she cannot see the credit pic- 
ture in its true dimensions. I am 


| convinced such a survey would 


demonstrate that our credit men are 
indeed our first line of defense 


| against abuse of credit—that their 


practices have not caused undue 
hardship or sacrifice. I believe the 
survey would prove unalterably that 
credit men have strengthened the 
moral fibre of the American citizen 
—helped Johnny, Mary and the kids 


| achieve a standard of living un- 


equalled by the people of any other 


) nation in the world. 





» New Yorkers Hold Four 


Lectures on Management 
New York: Robert S. Binkerd, Vice- 


| President of Prentice-Hall Co., Inc., was 


the speaker at the March 12th meeting of 
the New York Chapter, National Insti- 
tute of Credit, which was held at the 
Hote! Pennsylvania. The members of the 
Institute are now enrolled in a special 
seminar on business management. This 
is a series of four lectures under the di- 


B tection of David E. Golieb and E. L. Van 


Houten. 





If your business needs 
{a ore 


more cash than you can 
34} 

get from present sources 

eeelearn how much more 


you can get...how long 





you can use it...and how 
little it costs under our 


Commercial Financing Plan 


For full details, write or telephone the nearest 
Commercial Credit Company office listed below 


| COMMERCIAL FINANCING DIVISIONS: 
| Baltimore, New York, Chicago, Los Angeles, San Francisco, Portland, Ore, 
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Before passage of the G. I. Bill 

of Rights the Chicago Associa- 
& tion of Credit Men established 

a War Veterans Advisory 
‘Committee to study the rehabili- 
tation problems of the returning 
servicemen. Consultations were ar- 
ranged with the Veterans Adminis- 
tration and other service organiza- 
tions and agencies giving aid to the 
veterans to determine in just what 
way we could render the greatest 
service. Because our Association is 
made up of Credit Executives 
trained in business and financial 
matters in so many diversified in- 
dustries throughout the country, it 
was concluded that we were in a 
very unique position to assist those 
desiring to enter business for them- 
selves. Consequently, this has be- 
come our specialized field. As we 
have now been able to assist well 
‘over 200 veterans, we are in a posi- 
‘tion to give some facts and figures 
that will: be of interest to all mem- 
bers as well as the public in general. 

When the Advisory Committee 
was first established, over 700 mem- 
bers of our Association volunteered 

















The Connecticut Fire Ins. Co. 
Hartford, 15, Conn. 


Atlantic Fire Insurance Company 
Raleigh, North Carolina 


Great Eastern Fire Insurance Co. 
White Plains, N. Y. 


Te the Owner? Equity Protected 7? 


The mortgagee’s interest may not be affected but, in these 
days of rising construction costs, amounts of insurance 
should be checked, and increased, if necessary, to cover 
today’s values and the owner’s equity in a property. 

It’s good business to call these facts to the attention of 
the property owners you serve - now! 


THE PHOENIX INSURANCE COMPANY 
Hartford 15, Conn. 


Reliance Insurance Company of Canada 
Montreal 1, Canada 


How Chicago Credit Men Are Helping 


Veterans in Their Business Plans 


qm 
by J. W. HEYLMUN 


New Jersey Zinc Sales Co. 


Chairman, Chicago C.M.A. War Veterans 
Advisory. Committee 


————————— eT 


to give their assistance. We have 
had the fullest co-operation of all 
1700 members, however, whenever 
an opportunity to be of service has 
presented itself. As numerous in- 
formation centers had already been 
established to assist the returning 
servicemen, the committee thought 
it advisable to work with these agen- 
cies, the banks and veterans’ or- 
ganizations to avoid any duplication 
of effort. Consequently, we had 
thousands of card notices printed 
and distributed to these many places 
outlining our free counsel service to 
those desiring to go into business 
for themselves. Practically all of our 
cases have been referred to us in this 
way. Representatives of the Vet- 
erans’ Administration, the Amer- 
ican Legion and the Veterans of 
Foreign Wars serve on our commit- 











Equitable Fire & Marine Ins. Co. 
Providence 3, R. I. 


The Central States Fire Ins. Co. 
Wichita 2, Kansas 


Minneapolis F. & M. Ins. Co. 
Minneapolis 2, Minn. 









tee as vice-chairmen ex-officio and 
have been very co-operative in ex- 
changing views and planning our 
procedure. — 

Since amendments have _ been 
made to liberalize the original G. I. 
Bill, more and. more servicemen are 
taking advantage of the loan privi- 
leges and there has been an increas- 
ing number coming to us for advice 
before starting new businesses. Sta- 
tistics show that approximately 52 
per cent of new concerns do not 
survive the second year, and nearly 
every failure means losses to many 
creditors as well as to the principals 
involved. Surely, therefore, many 
of these new enterprises could be 
saved if given the proper guidance 
at the start and if the principals 
were given the privilege of subse- 
quent consultations with successful 
and experienced men in business 
and financial affairs. This, we feel, 
presents the Credit Fraternity with 
a definite challenge and, indeed, a 
great opportunity to do some very 
constructive work in the years 
ahead. 

Up to Feb. 15, 1946, we are proud 
to announce that we have been able 
to assist 225 veterans, the great ma- 
jority of whom planned to enter 
business for themselves; 450 con- 
ferences have been arranged and 
432 members of our Association 
have co-operated in giving the bene- 
fit of their counsel and advice. We 
have found the boys sometimes feel 
they are shuttled around from one 
place to another without getting any 
results and become quite discour- 
aged. Consequently, when the vet- 


eran comes to the Association for 


assistance, it is our policy to have 
him meet the Secretary-Manager 
and to be assured at once that we 
shall help him with his problem. 
One of the staff is then delegated to 
follow the case throvgh and to ar- 
range conferences, usually with two 
or three experienced men in the par- 
ticular line in which the veteran is 
interested. 


Our experience has shown that 
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most of the servicemen desire to 
enter the retail field, and our cases 
have included everything from valet 
shops to delicatessens and drug 
stores. Quite a number were inter- 
ested in service stations and some 
wanted to enter the restaurant busi- 
ness while a few others desired to 
operate taverns. In many cases the 
boys did not have adequate capital, 
and because of this and lack of ex- 
perience, it has been necessary at 
times to discourage them from risk- 
ing their savings in some new en- 
terprises. However, most of the 
cases have worked out very satisfac- 
torily and with results that have 
been extremely gratifying. 

One of our counsellors was so 
impressed with two young men who 
desired to establish a service station 
that he arranged for the financing 
to set them up in business, and the 
results have been mutually very 
satisfactory. These boys have been 
given a good start and are doing 
nicely, and they have the assurance 
that further consultations will be ar- 
ranged for them whenever desired. 
One veteran secured an option on a 
building which he thought suitable 
and in a good location for a tavern. 
He learned from our counsellors 
that it would require a considerable 
outlay of money for changes in the 
building to meet required regula- 

‘ tions, and he was very much pleased 
for the assistance given him in es- 
tablishing the business at another lo- 
cation. Another young man with a 
capital of $4000 wished to go into 
the restaurant business in the Chi- 
cago loop, and this was during the 
time when almost all foods were ra- 
tioned. It was found he had little 
experience in this line, and after 
conferring with our representatives 
he agreed that he should have sev- 
eral more years’ experience before 
considering this venture. 

These cases are only examples, of 
course, of the service the Associa- 
tion is rendering, and all those who 
have had a part in it feel that a very 
constructive work is being accom- 
plished.. Inquiries have been re- 
ceived about. this free counsel ser- 
vice from all parts of the country 
anc even from the far stretches of 
the South Pacific which is indicative 
af the interest the veterans have in 





Look how our payments of 


CREDIT LOSSES 
JUMPED 


after World War I 
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FAILURES MULTIPLIED after World War I. As one result . . . in just three 
years . . . credit losses paid by American Credit Insurance jumped to more than 
20 times the 1919 figure. 


WILL HISTORY REPEAT? No one knows. That’s why manufacturers 
and wholesalers in over 150 lines of business carry American Credit Insurance . . . 
which GUARANTEES PAYMENT of accounts receivable for goods shipped 


... pays you when your customers can’t. 


“CREDIT LOSS CONTROL” ... a timely new book for executives . . . may 


mean the difference between profit and loss for your business in the months and 
years of uncertainty that lie ahead. For a free copy address: American Credit 
Indemnity Company of New York, Dept. 47, Baltimore 2, Maryland. 


PRESIDENT 
Aan American 
Tam aA? 
TU Credit Insurance 
F New YORK 
wT sonill pays you when 





your customers can’t 
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setting up shop for themselves. It 
is felt, therefore, that our activity in 
this field will continue even after the 
armed forces have been reduced to a 
minimum, and that we shall be pre- 
sented with a great opportunity to 
serve the returning servicemen as 
well as the Credit Fraternity. The 
importance of the work is recog- 
nized by the Veterans’ Administra- 
tion which has given us the fullest 
co-operation. On this Agency’s 
recent radio broadcast, our Secre- 
tary-Manager, J. S. Cox, appeared 
as a guest speaker to explain our 
program and the service that is 
available to all veterans. 
Unfortunately, some of the boys 
have already been “taken-in” by 
sharpsters in various lines because 
they failed to seek the counsel of 
their banks or some of the agencies 
established to help them. This 
hazard should be entirely eliminated. 
However, the normal losses in busi- 
ness are enormous as indicated by a 
recent survey by Dun & Bradstreet, 
Inc., showing commercial failures 


BUILDING AMERICA 


HE SPIRIT OF ’46 is that of 
a nation alert to tomorrow, 
manifest in the functional design 
of modern industrial buildings 
created for new beauty and utility. 
Apparent, too, is the modern 
protection, the enlightened effi- 
ciency which bring eminence to 
Illinois’ oldest and largest fire 
imsurance companies. 
@ When planning your property 
insurance, specify to your broker 
or agent the advanced service 


provided by these time-tested 
fire companies. 


MILLERS NATIONAL 


Insurance Company 


ILLINOIS FIRE 


Insurance Company 
HOME OFFICE: CHICAGO 


for the 22 years preceding the war 
averaged over 18,000 yearly with 
liabilities of well over $400,000,000. 
The report also states it is a recur- 
rent phenomenon, that failures de- 
crease during war-periods and in- 
crease in post-war years. As the 
last several years have been very 
favorable for business, and losses 
have been held to a minimum, it 


.may be anticipated that the more un- 


favorable cycle will prevail before 
long. 

Surely, if our Association can be 
influential in helping to establish 
new businesses on a sound financial 
basis, and in keeping them out of 
difficulties by offering later consul- 
tations when desired, we shall have 
made a very definite contribution to 
the sound economic welfare of the 
Nation. 


“Exchange” on Checks 


a Credit Menace 
(Continued from Page 6) 


customer. After all, that is bank- 
ing. As long as I can maintain 
the goodwill of my depositors, 
the people I am dealing with at 
home, it is up to me to do it. 
This affords us a wonderful 
means of collecting toll for these 
checks ; and yet it is being levied 
against the man on the other 
side.” 
The above testimony is commented 
upon by Mr. J. Spencer Smith, 
President of the Tenafly Trust Co., 
Tenafly, N. J., and Vice President 
of the First Federal Savings & Loan 
Association of New York City, in 
a hearing on Senate Bill 1642 as 
follows : 


“This expresses quite clearly 
what is involved. It is the old- 
fashioned levying of a tribute 
upon the stream of commerce. 
One of the greatest factors in 
the growth and prosperity of the 
United. States has been lack of 
tariff barriers between States and 
the freedom from exactions such 
as those which are here criticized. 
The practice of charging ex- 
change; that is paying checks at 
a discount, is definitely a “squeeze” 
upon those who are trying to con- 
duct business between States. 
Only the present moderate extent 
of the practice makes it bearable. 


To encourage this growth is to 
create burdens upon commerce 
which would be intolerable and 
which would retard our national 
growth, development and pros- 
perity. I feel sure that your com- 
mittee and the Congress would 
not wish to take a step which 
would give encouragement to 
such a development. 

“T would like to make one fur- 
ther statement: I think you will 
find it to be a fact that there are 
twice as many small par banks as 
there are non-par banks. Now 
that is a very interesting fact— 
twice as many.” 

Whenever any non-par bank be- 
comes hostile because a creditor of 
one of its customers objects to the 
payment of exchange, or whenever 
one of your customers takes the 
same attitude just send him a copy 
of the above testimony. You will 
find it one of the most effective and 
speedy methods of silencing both 
of them and convincing them that 
they are wrong. 


The Federal Reserve Rule 


It might be well to further state 
here that as the situation now stands 
the Federal Reserve Bank does not 
permit any of its member banks to 
absorb any exchange on customer’s 
checks where they exceed $2.00 in 
any one month for any one cus- 
tomer. The bills mentioned above 
would have legalized absorption of 
exchange and collection charges by 
member banks of the Federal Re- 
serve System had it been passed, 
but it was defeated. 

The most effective method that 
we know of for closing our case in 
behalf of par payment of checks 
is to enumerate the advantages of 
par banking as seen by former non- 
par bankers. A very illuminating 
article on this subject appeared in 
the May, 1945, issue of Bankers 
Monthly. 


Five bankers were interviewed on 
this subject as follows: W. P. Jones, 
Cashier, First State Bank of Meri- 
den, Minnesota; W. A. Hoffman, 
Cashier, First Hollywood Bank, 
Hollywood, Fla. ; Guy Harris, Cash- 
ier, First State Bank, Grand Chain, 
Ill.; R. L. Ross, Vice President, 
Bank of Glacier County, Cut Bank, 
Montana; H. E. Mebust, Vice Pres- 
ident and Cashier, The First State 
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Bank of Malta, Malta, Montana. 
Their reasons for switching over to 
the par list are substantially as fol- 
lows: 

1. Par banking has eliminated the 
complaints regarding exchange 
charges which depositors often make. 
It was admitted that a charge on 
incoming checks was very difficult 
to justify and the bank was always 
on the defensive in explaining such 
a policy to their depositors. It was 
further admitted on this score that 
after adopting a policy of making 
a reasonable service charge the in- 
creased earnings offset the loss of 
the incoming exchange and that cus- 
tomers are much better satisfied 
with this arrangement. 


2. There are fewer complaints 
against service charges than there 
were against exchange charges. 


3. The value of the Federal Re- 
serve Bank’s prompt and effective 
check clearance system was too great 
to overlook—one cash letter instead 
of several. 

4. The expense involved in audit- 
ing many cash letters and sending 
drafts was too great. 

5. Non-par banks do not have the 
advantage of the rediscount facili- 
ties offered to members of the Fed- 
eral Reserve System. 


6. Par banking reduces work and 
thus increases employee efficiency. 
In addition to the foregoing these 
bankers concluded that if a large 
majority of all banks could make 
good profits by operating on the par 
system their banks could do like- 
wise. 


Mr. John Y. Beaty, editor of 
Bankers Monthly, has given us per- 
mission to reprint this article and 
has pledged us his cooperation to- 
ward bringing about universal par 
clearance. 

Further advice on this subject as 
offered by these bankers shows that 
in some cases even where banks 
were making large profits on their 
operations exclusive of exchange 
charges, they still persisted in 
charging exchange and even went 
so far as to testify that the loss of 
this item would run up to a sub- 
Stantial amount. However, they 
failed to state that even with the 
loss of this item the earnings would 
still be extremely satisfactory. 

{n concluding this article we want 
to urge every credit man to cooper- 


ate in eliminating the exchange evil 
by handling such matters promptly 
with their customers and with the 
banks involved and furnishing both 
of them the proof that such charges 
are unjustified and unnecessary. 
While such procedure may not be 
profitable on the small items, the 
cumulative results and the lasting 
benefits from this procedure will 
offset many, many times the small 
expense involved and will result in 
the eradication of a serious business 
evil. 
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Food Group Surveys 
Present Collections 


In Strike Areas 


re 


by C. A. MAGUIRE 


General Credit Manager 
FRANCIS H. LEGGETT & COMPANY 
New York City 


and Chairman of the Post War Guidance 
Committee of the Food and Dairy Group, 
New York C.M.A. 


— 


It was decided at the special 
meeting recently held by the 
is 


Post War Guidance Commit- 

tee of the Food and Dairy 
Group of the Néew York Credit 
Men’s Association to study the ef- 
fect of the present industrial un- 
rest on retail collections and the 
survey made has proved quite en- 
lightening. 

Apparently the unique financial 
condition built up by the retail food 
merchant during the war years has 
proved, in the overall picture, to be 
of immense value during the pres- 
ent industrial unrest, as predicted 
in my report of June 14th, last year. 
The quick survey made of all mem- 
bers has only revealed that a spotty 
condition of adverse collections has 
developed in any particular area af- 
fected and as far as large cities, 
such as New York, Chicago, Phila- 


delphia, Pittsburgh, Boston, De-, 


troit, Buffalo, are concerned, collec- 
tions continue to be very satisfac- 
tory and normal. 

The requests by consumers for 
retailers to carry them during the 
emergency are so few and far be- 
tween as to represent nothing more 
than the type of request that might 

(Continued on page 40) 
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KING COTTON says, 
“FOR: PERMANENT 
QUALITY IN 
LEDGER PAPERS 
& INDEX CARDS... 





YOU CAN'T DO BETTER 
THAN PARSONS” 


“The -100% new cotton fiber 
used for PARSONS LINEN LEDG- 
ER and PARSONS INDEX BRISTOL 
make it tough, long-lasting, 
rigid. Takes lots of handling. . 
Works with all ribbons, inks 
and carbons. Entries are clean- 
cut, with no smudging. Excel- 
lent writing and erasing quali- 
ties, and no-glare surface— 
easy on the eyes. To simplify 
your classifying system, the 
index bristol is made in white 
and five colors.” 

So when you need perma- 
nent records on ledger or 
cards, specify PARSONS LINEN 
LEDGER and PARSONS INDEX 
BRISTOL. For deeds, contracts 
and important correspond- 
ence, where the feel of quality 
and the fact of permanence are 
needed, use PARSONS BOND— 
100% new cotton fiber. 





PARSONS PAPER COMPANY 
HOLYOKE, MASSACHUSETTS 
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California Court Rules on Case 


Entailing “Sale” of Accounts 


Once again a finance company 

contract for the “purchase” of 

accounts receivable has been 

held to be actually a device 

for the loan of money at a usurious 
rate of interest. 

The decision referred to was filed 
on December 4, 1945, by the Su- 
preme Court of California in a case 
entitled “Rose C. Milana, doing bus- 
iness as Liberty Embroidery Co. v. 
Credit Discount Co.” 

The plaintiff was a manufacturer 
of women’s embroidered blouses 
and neckwear, and embroidered 
cocktail glass covers. Requiring 
funds to operate her business, she 
entered into a so-called “sales agree- 
ment” with the defendant company, 
prepared on a printed form, where- 
by the Discount Company agreed to 
buy all her acceptable current bills 
and accounts receivable in separate 
schedules at face value less custom- 
ers’ discount and less a further dis- 
count of 2%. She was to receive 
85% currently with the assignment 
of the accounts listed in each 
schedule, and the balance, less dis- 
counts, immediately after all of the 
accounts listed in the schedule were 
fully paid. In accordance with the 
terms of the contract, she warranted 
that each debtor named in the 
schedule was solvent and would re- 
main so until the maturity of the 
account, and she also guaranteed 
that each and every account would 
be paid within 60 days after the 
date of the assignment. In accord- 
ance with the terms of the contract, 
the balance of 15% was held by the 
Discount Company as a reserve to 
constitute security against accounts 
unpaid within the 60-day period. In 
practice, accounts not paid within 
60 days from assignment (although 
some of the accounts listed were 
not yet due) were turned back to 
the plaintiff, and were then “repur- 
chased” by the Discount Company 
under the same agreement at an 
additional discount of 274%. 


Required to Give Notice 
The plaintiff was required to give 
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W. RANDOLPH MONTGOMERY 


of Gerdes and Montgomery 
GENERAL COUNSEL FOR N.A.C.M. 


 ———— 
notice to her customers of the as- 
signment of the accounts by stamp- 
ing on the invoices the fact of 
assignment and a request to make 
checks payable to.the Discount Com- 
pay. So long as she was not in 
default in any of the terms of the 
contract, she could require the de- 
fendant to appoint one or more of 
her employees as their agents to 
report discrepancies in the accounts, 
but the Discount Company reserved 
the right to terminate the agency 
upon suspension of the plaintiff’s 
business or her insolvency. 

In any event, she agreed to re- 
imburse the Discount Company for 
costs and attorneys’ fees incurred 
in the enforcement of collection of 
any of the accounts, and she war- 
ranted that such agent would trans- 
mit daily to the Discount Company, 
in their original form, the proceeds 
of all collections. The agreement 
also provided that moneys, checks, 
etc. coming into the possession of 
the Discount Company, would be 
applied “on any indebtedness” to 
them of the plaintiff “arising out of 
the asignment of accounts or con- 
tracts in dispute or otherwise,” the 
agent to hold separately any money 
pending dispute. 

In practice, all the Discount Com- 
pany’s disbursements in connection 
with the collection of accounts were 
charged against the 15% reserves, 
and the Company’s discount was 
computed on the total value of the 
accounts before customers’ dis- 
counts were deducted, whether or 
not those discounts were taken by 
the customers and charged against 
the advances to be made-to the plain- 
tiff. 

Under the law of California, the 
legal rate of interest is 10%, and 
any person from whom a greater 
rate has been exacted may recover 


treble the amount of interest paid 
within one year preceding the com- 
mencement of an action brought for 
that purpose. 

Claiming that the transactions be- 
tween herself and the Discount 
Company were in fact loans at 
usurious rates of interest, the plain- 
tiff brought suit for recovery under 
the California statute. 


Ruling by Court 

Sustaining the plaintiff’s conten- 
tion, the California Supreme Court 
pointed out that 
“a sale is the transfer of property in a 
thing for a price in money. The transfer 
of the property in the thing sold for a 
price is the essence of the transaction.” 
On the other hand, 

“A Joan is the delivery of a sum of 
money to another under a contract to 
return at some future time an equivalent 
amount with or without an additional 
sum agreed upon for its use, and if such 
be the intent of the parties, the trans- 
action will be deemed a loan regardless 
of its form.” 

Holding that the true essence of 
the transactions between the plain- 
tiff and the Discount Company 
spelled out the relationship of debtor 
and creditor, and not that of pur- 
chaser and seller, the Court pointed 
out that in taking the assignments.of 
the accounts the Discount Company 
exacted from the so-called seller a 
guaranty of payment of their face 
value in full within 60 days, sub- 
jected defaulted accounts to pay- 
ment from reserves, or return to the 
plaintiff and “repurchase” by the 
Company under the same “guaran- 
ties,” and “in brief, the defendants 
by their contracts and practice se- 
cured themselves against loss and 
protected a return of 2% or 214% 
for each 60 days or less during 
which their advances were in use 
by the plaintiff.” 

The fact that the contract was in 
form a purchase of the accounts was 
disregarded for “the essence of the 
agreements was the use by the plain- 
tiff of the funds at prescribed rates 
of interest which were in excess of 


(Continued on page 40) 
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1,650 at Annual 
Dinner Session of 


New York C.M.A. 


New York: The fifty-first annual ban- 
quet of the New York Credit Men’s As- 
sociation held at the Commodore Hotel 
on Thursday, February 28, drew the larg- 
est attendance ever registered by the New 
York Association, 1650 persons being 
present at the banquet which filled to ca- 
pacity the two decker ballroom at the 
Commodore. Senator Alben W.. Barkley 
of Kentucky spoke on “Problems Con- 
fronting the American Businessman To- 
day” and Hugh M. Comer, President of 
the Avondale Mills, Sylacauga, Alabama, 
spoke on the problems of the cotton farm- 
er. 

Earl N. Felio, Assistant Treasurer of 
Colgate-Palmolive-Peet Co., and Presi- 
dent of the New York CMA, presided at 
the banquet. In opening the program, 
President Felio pointed out that more 
than six hundred credit men and women 
are now serving on forty-one stated com- 
mittees. He indicated that the member- 
ship of the New York Association, some 
3400 business firms in all lines of trade, 
is exerting a marked influence on the 
business operations in New York, recog- 
‘nized as the greatest market in the nation, 
if not in the world. 


An outstanding feature of the banquet 
program was a description of NACM 
services through colored slides with the 
narrative being delivered by Ray Hough, 
Executive Manager of the New York As- 
sociation. This visual presentation was 
praised highly by even “old timers” who 
declared they never realized before the 
broad scope of NACM activities. 





L. S. Day Is Named New 
President at Boston 


Boston: At a meeting of the board of 
directors of the Boston Credit Men’s As- 
sociation, Laurence S. Day, Credit Man- 
ager of W. F. Schrafft & Sons Corpora- 
tion, was elected President of the Asso- 
ciation for the coming year. Alfred D. 

olsey, Asst. Cashier and Credit Man- 
ager of the National Shawmut Bank of 
Boston, is retiring after serving as Presi- 


dent of the Association for the past two 
years, 


NACM NEWS 


About Credit Leaders 


Is Named President 
of Louisville Bureau 


for 22nd Year in Row 





Louisville: At the annual meeting oi 
the Louisville Credit Men’s Adjustment 
Bureau, H. Guy Lyon, May Drug & 
Sundry Company, was elected President 
for the twenty-second consecutive year. 
Mr. Lyon is one of the oldest members 
now enrolled in the Louisville Credit 
Men’s Association. 





H. M. Oliver Sponsors 


New Erie Association 


Erie: Six additional members have 
been enrolled in the newly organized Erie 
Association of Credit Men. The pros- 
pects are quite rosy for at least six more 
additions to the enrollment before April 
30th. This new Association is the out- 
come of careful development work di- 
rected by H. M. Oliver, Secretary of the 
Credit Men’s Association of Western 
Pennsylvania. It was built around a 
nucleus of members which had previously 
belonged to the Pittsburgh Association, 
but because of the distance from the Erie 
area to Pittsburgh, it was found that 
these members could not obtain full bene- 
fits of Association affiliations except 
through their own organization; so Mr. 
Oliver very kindly gave his experienced 
advice in organizing the local Association. 


Creorr AND FINANCIAL MANAGEMENT, March, 1946 


Association Activities 


Member Drive Is 
Still Ahead of ’45 


By Slight Margin 


A check on the Association’s member- 
ship campaign shows that at the end of 
February there has been a net gain of 
1891 for the first ten months of the Asso- 
ciation year. This figure is compared with 
a net gain of 1887 for the same period 
last year. While this figure is only four 
larger than last year, it is interesting to 
note that the Association attained the 
largest net gain in 1945 in the Associa- 
tion’s forty-nine year history. 

The object of the campaign this year 
was to reach a total of 25,000 members 
by way of celebration of the Fiftieth An- 
niversary when the new Association vear 
starts on-May Ist. In order to reach this 
goal, however, 750 additional members 
must be secured during the remaining 
months of March and April. While only 
thirtv-one Associations have so far at- 
tained their membership quotas, quite a 
few others are within striking distance of 
that goal. A revival of intensive work on 
the part of local membership committees 
during the remaining weeks is being urged 
by the National Membership Committee 
of which E. L. Blaine is National Chair- 
man. 

The Central Division now leads with 
sixteen Associations having attained their 
quotas. The Eastern Division is second 
with eleven Associations, and the West- 
ern Division, third with four Associations. 


Credit Bureaus Are 
Being Discussed in 
Sydney, N. South Wales 


Sydney, New South Wales: An effort 
is being made to organize a Credit Asso- 
ciation in this area similar to the Na- 
tional Association of Credit Men and the 
National Retail Credit Men’s Association, 
the purpose being to standardize credit 
terms and the transaction of business in 
general on a credit basis. Study of these 
plans is now in the hands of a self- 
appointed Committee which hopes to pro- 
mote general acceptance of the Credit 
Bureau idea throughout New South 
Wales. 
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Gives Cup as Prize to 
Zebra Herd Winning 
Most New Members 


Les Fishbeck, Grand Exalted Super 

Zeb of the Royal Order of Zebras, has 
announced a loving cup as a special prize 
to the Herd with 
the highest per- 
centage of increase 
in membership dur- 
ing the period from 
February 1, 1945, 
until April 30, 1946. 
The name of the 
winning Herd will 
be suitably  en- 
graved on the base 
of the cup. The 
cup will be held in 
possession for one 
year and perma- 
nent ownership may 
be obtained by the 
Herd winning it 
for three years. 

At the present 
writing Chattanoo- 
ga, Los Angeles, and Wichita are in the 
top position in this contest. 

It is expected that the position of the 
leaders will change somewhat during the 
last two months of the Association year. 

The Milwaukee Zebras enjoyed a stag 
party at Allen-Bradley “Lynde Recrea- 
tion Hall”—Thursday, February 28, be- 
ginning with a steak dinner at 6:00—our 
host kept the boys entertained all evening 
with movies, ping pong contests, badmin- 
ton, basket ball and cards. 

Elmer Kroening, Credit Manager of 
Allen-Bradley, completed the arrange- 
ments for our members. Elmer is a mem- 
ber of our Board of Directors, National 
Divizeb and immediate past Exalted Su- 
perzeb of the Zebras. 


Wichita to Be Host 
to Tri-State Credit 
Conference, March 22 


Wichita: The Tri-State Conference of 
Credit Associations from St. Joseph, 
Kansas City, Oklahoma City, and St. 
Louis will be held in Wichita on March 
22nd and 23rd. Speakers at the Confer- 
ence will be E. N. Ronnau, a National 
Director of N. A. C. M.: Victor C. Eg- 
gerding, Gaylord Container Corp., St. 
Louis: Veryl B. Pitts, Fourth National 
Bank, Wichita, Kansas; E. B. Moran, 
manager of Central Division, N. A. 
C. M.: and the Honorable Henry J. Allen 
as the speaker at the banquet on the night 
of March 22nd. The morning of March 
23rd will be devoted to Industry Group 
Meetings. B. R. Rickard, President of 
the Wichita Association of Credit Men, 
will preside. 
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Golden Anniversary 


New Orleans: New Orleans 
Credit Men’s Association will cele- 
brate its Golden Anniversary with 
a banquet at the Jung Hotel on 
March 28. Executive Manager, 
Henry H. Heimann, will be the 
principal speaker. Edward Pilsbury, 
National President NACM in 1936 
and 1937, will serve as General 
Chairman at this Golden Anniver- 
sary Banquet. Robert L. Simpson, 
current National President, also 
will be a speaker. 


North Central Credit 
Men Meet March 15-16 
—Minneapolis Is Host 


Minneapolis: The 30th Annual North 
Central Credit Conference will be held in 
this city on March 15th and 16th at 
Hotel Radisson. The opening session on 
Friday afternoon, March 15, will be ad- 
dressed by Executive Manager, Henry 
H. Heimann, while the business session 
and the round table discussion on credit 
subjects will be featured under the guid- 
ance of Executive Manager Heimann, 
National Vice-President Rairdon, and 
National Director Hoff.. The Conference 
will close on Saturday evening with a 
banquet to be addressed by DeLoss 
Walker. E. C. Vorlander, Minneapolis 
Honeywell Regulator Co., will be Con- 
ference Chairman. 


Scandinavian Trade Is 
Subject of Chicago’s 
Foreign Trade Group 


Chicago: Mrs. Helen Nelson Englund, 
Director of the International Relations 
Center in Chicago and Secretary of the 
American-Scandinavian Foundation, spoke 
before the Foreign Trade Division of the 
Chicago Association of Credit Men at the 
annual Ladies’ Night Dinner of the For- 
eign Trade Group, Friday evening, March 
15. Mrs. Englund had recently returned 
from a trip to the Scandinavian countries. 
Upon invitation of the Foreign Trade 
Division a general invitation to the mem- 
bers of the Association to attend the din- 
ner was extended. 

Major Frederic G. Suhr on terminal 
leave from the United States Army spoke 
before the Foreign Trade Group at their 
regular luncheon meeting at the Morrison 
Hotel Thursday noon, February 14. Ma- 
jor Suhr recently returned from China 
where he served for 2% years as a liaison 
officer of the Army with Chinese troops 
in both combat and training commands. 

Major Suhr served in both the Kun- 
ming and Salween campaigns. He plans 
to return to China and enter upon a busi- 
ness career there. 


Wm. Stockton to Head 
Petroleum Division; 


Confer in Chicago 


Chicago: William Stockton, Credit 
Manager of the Atlantic Refining Com- 
pany of Philadelphia, was elected Chair- 
man of the Board of Governors of the 
Petroleum Division of the National As- 
sociation of Credit Men at the annual 
meeting held at the Congress Hotel in 
Chicago, February 11, 12 and 13. Some 
1000 credit executives of the industry 
representing all parts of the United States 
attended the meeting. 


The following were elected Vice- 
Chairmen of the Board: A. E. Fletcher, 
General Credit Manager, Standard Oil 
Company of Ohio, Cleveland; Murray V 
Johnston, Assistant General Credit Man- 
ager, Gulf Oil Corporation, Pittsburgh; 
F. R. Springer, General Credit Manager, 
Humble Oil and Refining Company, 
Houston; Dewey Walker, Credit Man- 
ager, Mid-Continent Petroleum Corpora- 
tion, Terre Haute. 


Harry E. Butcher, General Credit 
Manager, Cities Service Oil Co., Chi- 
cago, was elected Treasurer and S. J. 
Haider, Secretary of the Petroleum Divi- 
sion of the National Association of Credit 


Men, St. Louis, was re-elected. 


Pittsburgh was chosen for the next 
meeting of the Group and the meeting 
will be held either in October or Novem- 
ber. 


James S. Cox, Chicago 
Secretary-Manager, Is 
Featured in Radio Talk 


Chicago: James S. Cox, Secretary- 
Manager of the Chicago Association of 
Credit Men spoke on a recent broadcast 
on the “Assignment Home” program de- 
signed to aid returning veterans who plan 
to enter business. The broadcast was 
through station WBBM and was in con- 
junction with Colonel “Buck” Weaver of 


- the Army who represented the Veteran’s 


Organization in charge of this work. As 
a result of the broadcast a large number 
of returning veterans have visited the 
headquarters of the Chicago Association 
of Credit Men in the Merchandise Mart 
and have been given effective assistance 
through the War Veterans Advisoy Ser- 
vice of the Association. 


Spokane: Eight men from the 
Spokane Association of Credit Men 
have just completed the required 
courses for the Fellow Degree. Of 
these eight men, some studied for 
this as far back as 1939. All are 
now engaged as credit executives in 
Spokane Business houses. 
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New York Credit Men 
Siudy Grist of Bills 
in State Legislature 


New York: As the New York State 
Legislature expects to adjourn in April 
the Committees of the New York Credit 
Men’s Association are now checking over 
a long list of bills up for consideration at 
Albany: The General Legislative Com- 
mittee leads in this work with the Com- 
mittees on Taxation and Insurance also 
being active on legislation affecting these 
special fields. This work on the part of 
the New York Credit Men’s Association 
is in cooperation with the Central Legis- 
lative Committee composed of representa- 
tives from other New York State credit 
associations. 

Among bills now being considered are: 
A bill to regulate the Administrative 
practices of the Comptroller of the City 
of New York in the collection of gross 
receipt taxes. A bill is now before the 
legislature which would eliminate many 
abuses to which business men have ob- 
jected and also would regulate the col- 
lection of taxes on non-New York trans- 
actions. 

Another bill which has been sponsored 
by the Central Legislative Committee and 
has passed both Houses, and is waiting 
for the Governor’s signature, would re- 
vise the present statute regarding the use 
of assumed names in business operations. 
This bill if finally enacted would clarify 
a number of points in the present bill 
and benefit credit people by making it 
easier to ascertain the actual owners of 
businesses. 

The Insurance Committee of New York 
CMA recently voted an endorsement of 
four bills which would provide for mul- 
tiple line insurance underwriting in the 
State of New York. It is assumed that 
this law would benefit business men, in 
that it would enable them to purchase 
insurance coverage of all kinds through 
one company. Massachusetts and other 
states have already passed such bills. 

The so-called Two Bond Lien Law has 
also been endorsed. This bill would pro- 
vide a Two Bond coverage for perform- 
ance and payment on construction projects 
similar to the Miller Act on Federal 
Projects. The bill now being considered 
at Albany would also give material sup- 
pliers of such articles as gasoline, oil, 
Power, when used on construction proj- 
ects, full lien rights. 

Another bill in which the credit men 
have shown deep interest would require 
the registration of all C.P.A.’s operating 
in the state. After 1947 no one but a 
certified public accountant would be eligi- 
ble for such registration. 





Legislative committees of Credit Asso- 
“lations in other states are also checking 


bills in their states which might affect 
Ousiness, 


Central Pennsylvania 
Credit Men Hold Dinner 


Meeting at Harrisburg 


Philadelphia: The central Pennsylvania 
division of the Credit Men’s Association 
of Eastern Pennsylvania held its mid- 
winter banquet at the Penn-Harris Hotel, 
Harrisburg, on Thursday evening, Feb- 
ruary 7th. The speaker was Frank J. 
Loftus, Philadelphia District Director of 
the Office of Price Administration, U. S. 
Government, and his subject, “OPA’s 
War Record and Peace Objectives.” Facts 
and figures were presented which showed 
the machinery of OPA, and the amazing 
results which have been obtained as com- 
pared to the disastrous consequences dur- 
ing World War I without price controls. 

There was a large attendance at the 
meeting and a parlor car was chartered 
for the trip to provide for the comfort of 
the delegation from Philadelphia. 





Detroit A.C.M. Invites 
Sales Executives to 
Hear Moran on Credit 


Detroit: A joint meeting between the 
Detroit Association and the Detroit Sales 
Executive Club has been scheduled for 
March 18th at the Hotel Statler. EB. 
Moran, manager of the Central Division 
N. A. C. M., is scheduled as the speaker. 
His subject will be “Synchronizing Sales 
and Credit Departments For Maximum 
Distribution.” A special invitation has 
been issued to all department executives 
to attend this meeting. 





Omaha Lawyer Tells 
of Bulk Sales Law at 


Forum of Credit Men 


Omaha: Ross L. Newkirk, Omaha law- 
yer, presented an interesting discussion on 
the Nebraska state law governing bulk 
sales. Copies of this Nebraska law had 
been distributed by the Association to 
members so that they were prepared to 
bring questions for the speaker to answer 
after his formal address. Chas. W. War- 
ner, Stroz Brewing Company, was chair- 
man of this meeting. 





D. A. Weir Is Speaker at 


Memphis Dinner Session 


Memphis: David A. Weir, Assistant 
Executive Manager National Association 
of Credit Men, was the speaker at the 
Association dinner meeting at the Chisca 
Hotel on February 21. Mr. Weir spoke 
to the general subject of “Decision Day” 
and pointed out that there are still a num- 
ber of problems to be decided before 
American industry could reach its proper 
goal of accomplishment. 
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Mary Curran Elected 
President of Boston’s 
Interchange Bureau 





Boston: At a recent meeting of the 
Board of Directors of the New England 
Credit Men’s Interchange Bureau, Inc., 
affiliated with the Boston Credit Men’s 
Association and the National Association 
of Credit Men, Miss Mary E. Curran, 
of Norwood, Massachusetts, Assistant 
Treasurer and Credit Manager of Jones, 
McDuffee & Stratton Corporation of 
Boston, was elected president. Miss Cur- 
ran is the first woman to hold this im- 
portant post of the organization. 

Miss Curran is one of the outstanding 
credit executives in the country. She has 
been recognized as such by the National 
Association of Credit Men, and has been 
honored not only by being appointed a di- 
rector of the New England Credit Men’s 
Interchange Bureau, Inc., but also was 
the first woman ever to be elected a di- 
rector of the Boston Credit Men’s Asso- 
ciation. Miss Curran was the organizer 
of the Credit Women’s Club of Boston 
and was its first president. 

Miss Curran holds an LL.B. Degree 
from Portia Law School, one of the lead- 
ing women’s law schools in New England. 

Miss Curran has devoted a consider- 
able amount of her energy and time to 
building up a firm and sound credit foun- 
dation in the New England area, and the 
recognition of her abilities by these lead- 
ing organizations indicates the growing 
importance of women credit executives. 





Philadelphia: The Philadelphia Credit 
Women’s Club heard an interesting talk 
at its March 14th meeting on “Life In- 
surance‘and Trust Funds” by J. Marshali 
Crossman, President of the Philadelphia 
Life Insurance Trust Council. The Phila- 
delphia group will hold a card party at 
its April 13th meeting, at which a fash- 
ion show will also be a feature. 
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CHICAGO 
C. W. Dittmar 


Assistant Treasurer 
CRANE CO. 


DENVE 
L. M. Davis 


KUNER-EMPSON CO. 


DES MOINES 


Lester L. Wright 
Credit Manager 


LUTHE HARDWARE Co. 


DETROIT MINNEAPOLIS 
P. E. Nichol C. J. Swalen 


Credit Manager PAKO CORP. 
THE UDYLITE CORP. 


Association 


Including the local Association Presidents in the 
January and February issues and the fourteen presented 
on these pages, our members have been introduced to 
but 42 of the 111 who now rate the very important 
classification of President of an affiliated unit. Doubt- 
less you will hear from many of these individuals in the 
future activities of our National Association, for it is 
from among such experienced leaders in Association 
work that the members have always chosen their Na- 
tional Officers and Directors. 


The late J. Harry Tregoe, who exerted a strong influ- 
ence in the development stages of N.A.C.M. as its Execu- 
tive Manager, made the remark at a Presidents’ break- 


PEORIA PHOENIX 


F. O. Goodwill Earle F. Barrows 


Office and Credit Mgr. Ass’t. Vice President 
CECO STEEL PRODUCTS CORP. FIRST NATIONAL BANK OF ARIZONA 
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EVANSVILLE WASHINGTON OKLAHOMA CITY 
Walter H. Bischoff Harry L. Beach D. P. Hadley 


Public Relations Director District Credit Manager Credit Manager 
OLD NATIONAL BANK IN EVANSVILLE GENERAL ELECTRIC SUPPLY CORP. CRANE CO. 










|} Presidents 


fast at one of the National conventions shortly before 
his death, that our organization had been founded upon 
the democratic plan of the old New England colonial 
governments which were directed by “Selectmen”. 
Presidents of local affiliated Associations are the “Select- 
men” who direct the affairs of credit men in their local 
markets. 

















During the fifty years since the National Association 
of Credit Men was organized by that comparatively 
small group meeting in Toledo, many strong leaders 
of our profession have worn with pride and honor the 


badge of President and have carried on through the FORT WAYNE 


higher councils of our organization. Gutav A. Ziegler 





Branch Manager 
KIEFER STEWART CO. 





| | | HOUSTON 
NEW HAVEN SIOUX CITY C. R. Flickinger 
John T. Barrett Bert King Assistant to Vice-Pres. and 
)NA i i Texas Divisional Sales Manager 
THE vena a eaaneee a SON CO. nonanttl nulee Cir ans BINSWANGER & CO. OF TEXAS 
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Marie Ferguson Visits 
Three Credit Women’s 
Groups in Southeast 


During the last part of February I had 
the good fortune of being able to visit 
with three of our Credit Women’s Groups 
in the Southeastern area, and to attend 
the Conference of the Credit Women’s 
Group at Birmingham, Alabama. If 
space would permit, I would like to men- 
tion the name of all the persons who 
made this trip such a memorable event, 
but I must rather serve as a reporter of 
these three meetings, for the information 
of all interested in the work of Credit 
Women in the National Association of 
Credit Men. 

My first meeting was a dinner in At- 
lanta, Georgia, February 22, at the Capi- 
tol City Club. There were 25 in attend- 
ance. Past President Paul Miller dropped 
in for a few minutes, with a few words 
of greeting. Mrs. Marjorie Jennings, a 
member of the National Credit Women’s 
Executive Committee, and Mrs. Carmen 
Dobbs, Secretary of the Georgia Associa- 
tion, were also on the program. 

The Regional Credit Women’s Confer- 
ence was held in Birmingham, February 
23, and 24, at the Tutweiler Hotel. Mem- 
bers of the Atlanta, Birmingham, Chatta- 
nooga, and Memphis Credit Women’s 
Groups attended. There was a dinner 
that evening at the hotel, and an address 
given by Miss Rochelle Rodd Gachet, on 
“Women in the Post-War World,” and a 
delightful entertainment followed. The 
following morning a breakfast was held 
at the Molton Hotel. This meeting was 
called, “The Work Shop,” and members 
of the Atlanta, Birmingham, and Mem- 
phis Groups took part on the program, 
which consisted entirely of talks on Cred- 
its, and Women in the Profession. 

Next to Louisville on February 26. 
Following a delightful cocktail party at 
the Seelback Hotel there was a dinner 
which was attended not only by the Louis- 
ville Group, but also by members from 
the Cincinnati Credit Women’s Group. 
The speaker of the evening was Mrs. 
Sara Greenbaum, who talked on the re- 
sponsibility of the individual citizen. Mr. 
Sam Schneider, Secretary-Manager of 
the Louisville Association, in his remarks 
to the Group complimented them on their 
progress. 

At each of these three meetings I had 
the privilege of addressing the groups 
and telling them of the history, and prog- 
ress of our Credit Women’s 
throughout the country. 


Groups 


Capital Requirements Is 
Newark Discussion Topic 


Newark: A _ discussion of minimum 
capital requirements was the feature ot 
the Credit Forum Dinner of the members 
of the New Jersey Association of Credit 
Executives held at the Military Park 
Hotel on March 12. 
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News of the Credit Women’s Clubs 


San Francisco: The San Francisco 
Credit Women’s Club of the Credit Man- 
agers Association of Northern and Cen- 
tral California was honored by having 
the following distinguished guests at their 
monthly meeting: Paul A. Pflueger, Max 
I. Koshland & Company, Vice President 
of the National Association of Credit 
Men, representing the Western Division. 
F. W. Black, Swift and Company, mem- 
ber of the Board of Directors of the Na- 
tional Association of Credit Men and 
C. H. Sondhaus of the National Lead 
Company, Past President of the Credit 
Managers Association. 


Mr. Black was the guest speaker and 
gave a very interesting discourse on the 
extension of credit, particularly as to the 
methods used by Swift and Company. 
Mr. Pflueger and Mr. Sondhaus also gave 
some very enlightening remarks. 

‘Following the talks an open forum was 
held, which brought out many interesting 
questions. * 


Toledo: Our regular monthly meetings 
have been held at the Woman's Building, 
and the Speaker for the January Meeting 
was Walter B. Hartough from the A.P. 
Parts Corporation, whose subject was 
“Internal Auditing in a Small Company.” 
The topic for our February meeting was 
“Your Personnel Problems and You,” and 
the speakers were Floyd A. Rosenfelt, 
General Agent for the Connecticut Mu- 
tual Life Insurance Company, and Miss 
Isabelle Drobisch, a graduate of the To- 
ledo University. In March we will cele- 
brate our Sixth Anniversary and a Socia! 
Evening is being planned by the Commit- 
tee. 


Minneapolis: Minneapolis Credit Wo 
men held their February meeting on Lin- 
coln’s Birthday and very appropriately 
heard a talk on racial problems by the 
Rev. Kyle Haselden. The talk was fol- 
lowed by a question and discussion period. 


Milwaukee: Wholesale Credit Women’s 
Club of Milwaukee held a very success- 
ful meeting February 19, at the City Club, 
dinner at 6:15 p. m. 


There was an excellent exchange of 
information on procedure on new ac- 
counts—discount violations—collections— 
letters, etc. Each girl passed on her ex- 
perience and all left with at least one new 
idea. 


Three new members were added to our 


Club. 


Association Membership Chairman re- 
ported three new Association member- 
ships through the direct efforts of our 
Club. 


Next 
Brown 


19 — Schlitz 
Officers— 


meeting — March 
Bottle. Election of 


Movies—Cards and Social “get acquaint- 
ed” period. 


Grand Rapids: The members of the 
Grand Rapids Credit Women’s club 
heard a review of “Papa Goes to Con- 
gress” by Irene Eberhard. The members 
of the club will distribute bingo prizes to 
the Michigan Veterans Facilities in the 
future. 


Chicago: New officers of the Credit 
Women’s Club of Chicago were nominat- 
ed for election at the regular monthly 
meeting of the Club, Tuesday evening, 
March 12 at the Lawson YMCA. The 
new officers chosen were: 

President, Jenny R. White, Rummier, 
Rummler & Davis. . 

Vice-President, Irene Morrissey, Harry 
Manaster & Brother. 

Corresponding Secretary, Elgie Nor- 
tham, Hanson-VanWinkle-Munning Com- 
pany. 

Recording Secretary, Mildred McCall, 
Walter H. Johnson Candy Company. 

Financial Secretary, Joan Miljus, The 
Cracker Jack Company. 

Treasurer, Gertrude N. Weber, The 
Shoreline Press. 

Members of the Nominating Committee 
were: Emily Davidson, The Chicago 
Pump Company; Mabel Wilke, Continen- 
tal Scale Corporation; Margaret Schrep- 
ferman, W. D. Forman; Elsie Hirth, 
Thomas & Taylor Div. of The Warfield 
Co.; Mary Olson, Crown Rheostat & 
Supply Co.; Mabel Putnam, Clamp Nail 
Co. 


Boston: The fifteenth meeting of the 
Credit Women’s Club of Boston was held 
on February 14, 1946, following recep- 
tion and dinner at the Pioneer Hotel. 

There were twenty members present 
to hear Mrs. Margaret M. Kedian, As- 
sociate Advertising Manager of the New 
England Confectionery Company, tell us 
about candy making and the vital part 
her company played in the war effort by 
converting a large part of their factory 
to the manufacture of armament. In ad- 
dition, of course, they supplied the Gov- 
ernment with large quantities of candy 
for the boys and girls in the service. 


Omaha: Twenty-three members of our 
group were present at the regular month- 
ly meeting on February 14, held at the 
Omaha Athletic Club. Valentine decora- 
tions and favors were used with a beauti- 
ful floral centerpiece. Following dinner 
the club presented Miss Helen Cherniss 
with a beautiful cake and a lovely Sterling 
silver bracelet with matching earrings to 
celebrate her 25th year as secretary to 
Mr.’ Gus Horn, Executive Manager 0 
the Omaha Association of Credit Men. 
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George DeNaouley Is 
Honored by Associates 


On His 40th Anniversary 


New York: George A. DeNaouley, 
Assistant Treasurer of Concordia-Gallia 
Corporation, and Credit Manager for 40 
years, was honored by 60 of his associ- 
ates at a dinner given by them at the 
Hotel McAlpin, March 15, 1946. 

Mr. DeNaouley has been a member of 
the New York Credit Men’s Association 
about 30 years. 

He received a gold wrist watch from 
the company and an onyx desk set from 
his associates. A gift also was presented 
to him for his sister by the ladies in the 
organization. A large anniversary cake 
with 40 candles graced the center of the 
table. 


Carl D. Smith Speaks 
on Education Before 


Triple Cities Group 


Binghamton: Dr. Carl D. Smith, Direc- 
tor of Education, N.A.C.M., was the 
speaker at the March 13th meeting of the 
Triple Cities Association of Credit Men, 
which was designated “Student Recogni- 
tion Night.” Dr. Smith spoke on the gen- 
eral business outlook and stressed the im- 
portance of education among credit men 
to advance the professional status of such 
executives. 


300 Veterans Given 
Business Advice by 
Cincinnati “C’? Men 


Cincinnati: The War Service Commit- 
tee of the Cincinnati Association of Cred- 
it Men has conferred with more than 300 
war veterans who had expressed the hope 
of entering various types of retail busi- 
nesses. Out of this number it was found 
that only 45 were qualified from the 
standpoint of experience, background, and 
capital. Others were advised to seek em- 
ployment first in the type of business in 
which they wish to eventually engage so 
as to gain proper experience. J. Schoenen- 
berger is chairman of this Committee. 


25% Bscet te Rent at 
Philadelphia Cause of 


Move to New Quarters 


Philadelphia: The Credit Men’s Asso- 
ciation of Eastern Pennsylvania recently 
moved to 1218 Chestnut St. (7). The new 
offices are centrally located, being jus? 
opposite the Adelphia Hotel, and provide 
a larger room for the meetings of the 
Board of Directors. While their move 
was not at the behest of the Philadelphia 
Association, it being forced by a 25% in- 
Crease in rent, the office staff and officers 
of the Philadelphia Association are now 
happy that the move became necessary. 


Cleveland Starts Forum 


Discussions on Credit 


Cleveland: Starting February 26 and 
carrying through April 23, the C'-veland 
Association of Credit Men is presenting 
a series of forum programs which include 
discussions by credit leaders and answers 
to questions presented from the flvor. 
James Buckelew, Talon, Inc., Meadville 
Pa., was the forum leader at the March 
13 Forum when the subject was “:Statis- 
tical Analysis.” At the March 25 Forum 
the subject will be “Relationship, of Sales 
and Credit.” 


‘New Britain Night’ Is 
Feature of February 


Meet of Hartford Assn. 


Hartford: At a meeting of the Hart- 
ford County Association of Credit Men at 
the Elm Tree Inn at Farmington, Conn., 
on February 28th, L. Rohe Walters. Di- 
rector of Public Relaticns «i the Flint- 
kote Company, spoke on tnc importance 
of public relations tuday. This meeting, 
which is designated as New Britain 
Night, was under the chairmanship of 
Harry C. Jackson, the American Hard- 
ware Corporation, New Britain, and a 
National Director, N. A. C. M. 


Nemesis of Business 
Crooks Now on Bench 


New York: Eugene B. McAuliffe, for- 
mer Assistant County District Attorney, 
who handled numerous commercial fraud 
cases in which New York Credit Men 
were interested, has recently been elevated 
to the bench of the New York County 
Municipal Court. In the many years that 
Mr. McAuliffe was engaged in the prose- 
cution of violations of state laws covering 
the issuance of false financial statements, 
he has a record of never having lost a 
case. 


Sales Possibilities of 
Credit Department Is 


Stressed at Oklahoma 


Oklahoma City: Credit Men are going 
to have to be sales minded in the post- 
war period and are going to have to work 
in full cooperation with their sales de- 
partments, Mr. E. B. Moran, Central Di- 
vision Manager of the NACM, told the 
February meeting of the Oklahoma 
Wholesale Credit Men’s Association. 

He stressed the need of full employ- 
ment and the part credit would be used 
in the keeping of high production stand- 
ards as we begin to feel the effect of new 
goods coming into the market. Mr. 
Moran said credit managers would have 
an opportunity to show management their 
worth as experts in taking risks that 
made for profitable total sales volume. 
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« the Association. The 


St. Louis Association 
Increases Its Annual 


Dues from $35 to $50 


St. Louis: The proposed amendment to 
increase the dues from $35.00 to $50.00 
for full memberships, and from $17.50 to 
$25.00 for Associate memberships, was 
approved at the Forum meeting of Febru- 
ary 14 by an overwhelming majority. 
(Associate memberships are only avail- 
able to firms carrying one or more full 
memberships, thus enabling them to en- 
roll additional representatives at a lower 
rate.) The new rates become effective 
upon the expiration of present contracts, 
commencing March 1, 1946. 

The need for such an increase was ably 
presented by Past President Victor C. 
Eggerding, who voiced the views of the 
Association and Adjustment Bureau 
Boards of Directors. In the interest of 
those who were not present, a brief re- 
view of the reasons advanced for the pro- 
posed amendment was offered. 





Textile Fraud Group 


Holds Annual Session 


New York: Nash S. Eldridge, Assis- 
tant Treasurer of J. P. Stevens and Com- 
pany, Inc., recently appointed Chairman 
of the Textile Fraud Prevention Commit- 
tee by Earl ‘N. Felio (Colgate-Palmolive- 
Peet Co.), President of the New York 
Credit Men’s Association, presided at the 
annual meeting of the Textile Fraud Pre- 
vention Committee held at the Manhat- 
tan Club on January 28th. 

The members of the Committee heard 
reports from—Henry H. Heimann, Ex- 
ecutive Manager of the NACM; William 
G. Betsch, Assistant Vice President of 
William Iselin and Co. and Past Chair- 
man; Eari N. Felio; Frederick H. 
Schrop or the NACM;; Charles J. Scully 
of the NACM. 


Chicago Accountants 
Tell of Tax Problems 


Chicago: Tax problems involved in the 
new Internal Revenue Aci of 1943 were 
discussed at the regular monthly meeting 
of the members of the Chicago Associa- 
tion of Credit Men at the La Salle Hotel, 
Wednesday evening, February 13. This 
was in the form of a round-table, the 
general subject being “The Effect cn 
Company Financial Position of Certain 
Provisions of the Current Revenue Act.” 
‘ The program was arranged and con- 
ducted by the Illinois Society of Certified 
Public Accountants upon invitation of 
Moderator was 


Henry T. Chamberlain, Allen R. Smart 
& Co., Dean of the School of Commerce 
of Loyola University and formerly Presi- 
dent of the American Accounting Asso- 
ciation and a Director of the Illinois So 
ciety of Certified Public Accountants. 
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California Court Rules on Case 
Involving “Sale” of Accounts 


(Continued from page 32) 


the constitutional rate; * * the 
transactions were not sales of ac- 
counts receivable but loans secured 
by the assignments of the accounts 
at usurious rates of interest * * and 
* * the negotiations and the conduct 
of the parties under the contracts 
* * tended to dispute any doubt 
arising from the employment of 
sales terminology.” 


Rules It Was Not a Sale 


It was contended by the Discount 
Company that the case should be 
distinguished from the long line of 
cases similarly decided by state and 
federal courts, on the ground that 
in the other cases the seller of the 
accounts, rather than the buyer, col- 
lected and remitted the proceeds of 
th accounts to the buyer, and that 
no notice of the asignments was 
given to the customers. Rejecting 
this contention, the Court said: 
Insert 8 point old style 

“The objection to the transaction is not 
overcome merely by changing the method 
of collection and by giving notice to cus- 
tomers. Those are not the only factors 


which constitute the transactions loans 
rather than sales. The significant fact 


is that if the defendant had really pur- : 


chased the accounts and had taken abso- 
lute title, there would be no occasion for 
the provision or practice relating to guar- 
anties of payment within specified periods 
or reconversion of title and ‘repurchase’ 
in the event of delayed payment by the 
customers. * * * The guaranties of the 
plaintiff * * * may be held to amount to 
no more than a promise to repay the de- 
fendants the amounts loaned with interest 
at 2 per cent or 2% per cent for each 60 
days or less—a usurious rate.” 
Whatever phraseology has been 
employed, a contract for the “pur- 
chase” of accounts receivable ac- 
companied by a guaranty by the 
“seller” that the assigned accounts 
will be repurchased in case of de- 
fault and the “seller” protected 
against loss, the courts almost in- 
variably found that the transaction 
was merely an advancement of 
money to be repaid with interest, 
and if the interest was at a rate 
greater than allowed by law has 
applied the penalties attending the 
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exaction of usury. (See cases cited 
in 154 A.L.R. at p. 1074). In other 
cases, the contract itself has been 
held ultra vires and void on the 
ground that the corporation had no 
charter power to engage in the bus- 
iness of lending money. (See Nat’l. 
Trust & Credit Co. v. F. H. Orcutt 
é& Son, 259 Fed. 830, and Jn re 
Grand Union Co., 219 Fed. 353.) 


There have been some decisions 
to the contrary such as In re Eby, 
39 F. (2d) 76, where a United 
States District Judge in North Car- 
olina, without any adequate expla- 
nation of his reason for so doing, 
reversed a holding of a referee in 
bankruptcy that a contract, in many 
respects similar to that adjudicated 
in the California case above dis- 
cussed, was in fact a contract for 
the loan of money at a usurious rate 
of interest. See also Chase & B. Co. 
v. Nat'l. Tr. & Credit Co., 215 Fed. 
633. In the latter case, the Court 
found that the contract on its face 


‘ was a sale and not a loan, and that 


the extrinsic evidence was not suff- 
cient to lead to a contrary result. 


Nash Eldridge Named 


Treasurer of New Firm 
to Sell Textiles 


New York: Nash S. Eldridge, a past 
president of the New York Credit Men’s 
Association, and until recently Assistant 
Treasurer of J. P. Stevens & Co., Inc., 
has been named Treasurer of the Ames 
Textile Corp. The announcement was 
made by Ames Stevens, Treasurer of the 
Ames Worsted Co., that beginning May 
1 his company would distribute its piece 
goods through its own selling company. 
Mr. Eldridge will serve as Treasurer of 
that newly formed corporation. 


W. G. Sieber Renamed as 


Little Rock President 


Little Rock: W. G. Sieber was re- 
elected president of the Little Rock Asso- 
ciation of Credit Men at the annual meet- 
ing held on February 26. He is associated 
with Meyer Bros. Drug Co. Other offi- 
cers chosen are A. W. Addison of Ar- 
kansas Paper Co., first vice-president ; 
Joe L. Simpson, Berry Dry Goods Co., 
second vice-president; Mrs. Katherine E. 
Mosenthin, secretary and office manager, 
and G. A. Zimmerman of W. B. Worthen 
Co., bankers, treasurer 


Food Group Surveys 
Present Collections 


In Strike Areas 
(Continued from page 31) 


be made by any individual family at 
any time where some unusual condi- 
tion develops, either through illness 
or other adversity. 

In the first place, strikers and 
other families affected by the indus- 
trial unrest seem to have built up 
something of a financial reserve 
during the war period which en- 
ables them to make their food pur- 
chases for cash, although there is 
some indication of more limited 
purchases and on a somewhat cheap- 
er scale. To quote one report, “this, 
so to speak, tightening of the strik- 
ers’ belt has decreased the volume 
of the retailers’ business.” However, 
this should not be regarded too 
seriously because in the overall pic- 
ture it is restricted to the acutely 
affected areas. 

One surprising feature of our 
survey was brought out by Dairy- 
men- who report that milk deliver- 
ies to consumers from day to day 
have diminished in volume _ to- 
gether with slower consumer col- 
lections in the affected areas. An- 
other observation at this consumer 
level indicates that the slow collec- 
tion feature without any noticeable 
reduction in sales for this vital ne- 
cessity has reached into Metropolli- 
tan New York. 


Experts Answer Questions 
at Baltimore Forum Meet 


Baltimore: A team of three experts 
answered questions on business problems 
presented at the Forum Meeting of the 
Baltimore Association of Credit Men on 
February 26. These were Howard W. 
Jackson, four times Mayor of Baltimore, 
Dr. Howard E. Cooper, Dean of the Col- 
lege of Business Economics, John Hop- 
kins University, and Paul M. Williams, 
Vice-President of the Commercial Credit 
Co. of Baltimore. 


Ten Members Feature 


Providence Program 


Providence: At the March 20th meet- 
ing of the Rhode Island Association of 
Credit Men ten five-minute talks will be 
made by executives on subjects of their 
own selection, which will vary from 
Economics to Credit Office Problems. The 
meeting will be held at 6:30 at the Nar- 
ragansett Hotel. 
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